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General 


UN To Convene World Conference on Somalia 


OW 1912013292 Beijing XINHUA in English 
0021 GMT 19 Dec 92 


[Text] United Nations, December 18 (XINHUA}—The 
UN General Assembly today adopted a resolution 
deciding to convene an international conference on 
Somalia. 


The resolution emphasizes that lasting peace, stability and 
unity in the country can be achieved through a process of 
national reconciliation culminating in a final, comprehen- 
sive, politically negotiated settlement among all the polit- 
ical parties and segments of the Somali people. 


The resolution, adopted by a consensus, believes that the 
idea of convening such an international conference is a 
part of the important initiatives to create the conditions 
necessary for national reconciliation, peace and stability 
and for reconstruction of Somalia's economy. 


The international conference, to be held under the aus- 
pices of the UN, would contribute to the establishment of 
peace and security in the region, according to the resolu- 
tion. 


The General Assembly recognizes in the resolution that the 
restoration of peace and security in the country must be 
governed by strict observance of a cease-fire, full cooper- 
ation with the UN peace-keeping forces, assistance of 
refugees and a constitution that guarantees free and fair 
national elections. 


The Assembly requests the UN secretary-general, in close 
cooperation with organizations concerned, to consider the 
practical modalities for convening the international con- 
ference on Somalia as soon as possible. 


U.S. Commander on Situation 


OW 1912110992 Beijing XINHUA in English 
1056 GMT 19 Dec 92 


[Text] Mogadishu, December 19 (XINHUA) The opera- 
tion to protect delivery of relief supplies in Somalia is 
going on well, Commander of the U.S. Force in Somalia 
General Joseph Hoar said. 


Hoar, who arrived here on Thursday [17 December] to 
review the progress of the U.S.-led and U.N.-mandatea 
Operation Restore Hope in Somalia, however said some 
food delivered to starving Somalis under military protec- 
tion has later been looted by gunmen after U.S. and French 
troops left. 


He said some of the U.S. troops, who arrived in Somali 
capital Mogadishu last week as the first batch of a 35,000- 
strong multi- national force to be deployed in the country 
to protect the distribution of international relief aid, could 
Start returning home next month. 


He said pledges made by some other countries to send 
more than 10,000 troops to Somalia should allow some of 
the U.S. Marines to leave earlier than planned. 
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The U.S. general made the remarks after a visit to Caidoa, 
about 250 kilometers west of Mogadishu. The town, which 
is at the heart of Somalia’s famine, was taken by a 
combined U.S. and French force on Wednesday. 


He said security will improve with the arrival of more 
troops in Baidoa area. 


Meanwhile, two rival warlords, Mohamed Farah Aidid 
and Ali Mahdi Mohamed [names as received], have report- 
edly agreed to withdraw their troops from Mogadishu by 
Saturday. 


They reached the agreement at the U.S. Embassy in 
Mogadishu on Friday. 


U.S., Belgian Troops Land 


OW 2012060792 Beijing XINHUA in English 
0539 GMT 20 Dec 92 


[Text] Mogadishu, December 20 (XINHUA}—U.S. and 
Belgian troops landed in the key Somali port of Kismayu 
on Sunday and secured new routes to get food to the 
Starving, reports reaching here said. 


They said the First U.S. Marines in amphibious armored 
vehicles splashed up the beach without any resistance at 
06:30 a.m. (03:30 GMT). Minutes later Belgian com- 
mandos piled out of helicopters onto a pier. 


The mission of the landing force was to take over the port 
and the airport and keep local gunmen from looting relief 
food for famished Somalis in southern and central parts of 
the country. 


Foreign Military Attaches Give Annual Dinner 


OW 1912160092 Beijing XINHUA in English 
1427 GMT 19 Dec 92 


[Text] Beijing, December 19 (XINHUA) —Foreign mili- 
tary attaches and Chinese military leaders gathered here 
tonight at an annual dinner. 


Attending were Lieutenant General Zhang Wannian, chief 
of General Staff of the Chinese People’s Liberation Army 
(PLA), as well as generals from the Navy and the Air Force 
of the PLA. 


Speakers at the dinner were Colonel Mukuta Sandjamba, 
dean of the Military Attaches Corps and military attache of 
the Zaire Embassy in Beijing, and Major General Fu 
Jiaping, director of the Foreign Affairs Bureau of the 
Chinese Defense Ministry. 


They expressed the wish that in the coming new year, the 
Chinese Armed Forces and the military forces in other 
countries will further expand their friendly ties. 


A total of 48 countries have their military attaches sta- 
tioned in Beijing now. 


ta 


United States & Canada 


U.S. Commerce Secretary Supports MFN Status 


OW 2312080892 Beijing Central People’s Radio 
Network in Mandarin 1030 GMT 22 Dec 92 


[By Hong Kong-based station reporter; from the 
“National Hookup” program] 


[Text] U.S. Secretary of Commerce Barbara Hackman 
Franklin, who currently is visiting Hong Kong, said yes- 
terday that she supports the continued extension of the 
most-favored-nation [MFN] trade status for China. 


Franklin said that U.S. companies have scored marked 
achievements in their investment in inland China, as well 
as in Hong Kong. She pointed out that her purpose for 
visiting China before leaving office was to implement thi: 
recently signed agreement on the protection of intellectu. | 
property rights and market access and to open up th? 
Chinese market for U.S. products. She hoped that the new 
U.S. Administration will continue to develop American- 
Chinese relations and promote U.S. businessmen’s invest- 
ment in inland China, as well as in Hong Kong. 


Comparison of Li Peng Meeting U.S. Secretary 
OW 1812161792 


Beijing XINHUA Domestic Service in Chinese at 1334 
GMT on !8 December transmits a 649-character report on 
Li Peng meeting with U.S. Commerce Secretary Franklin 
in Beijing. The XINHUA Domestic version has been 
compared with the XINHUA English version published in 
the 18 December China DAILY REPORT, pages 2 and 3, 
revealing the following variation: 


Page three, column one, ninth full paragraph, only sen- 
tence reads: ...here this afternoon. [new graf] 


During the commission's meeting, both sides reviewed the 
development of bilateral trade and industrial technology 
cooperation over the past three years, particularly the 
positive progress that has been made since the beginning of 
the year in economic and trade relations. Both sides 
believed that developing Sino-U.S. economic and trade 
relations is important. [new graf] During the two-day.... 
(picking up tenth full paragraph of column, adding para- 
graph) 

Same page, same column, twelfth full paragraph, only 
sentence reads: ...China’s Jilin Province. [now graf] 


Franklin and her party are scheduled to leave Beijing 
tomorrow [19 December] for a visit to Shenzhen. (adding 
paragraph at end of item) 


Bill Clinton Announces Cabinet Nominees 

OW 2212235792 Beijing XINHUA in English 2224 

GMT 22 Dec 92 

[Text] Washington, December 22 (XINHUA}—U.S. Pres- 
ident-elect Bill Clinton today named his transition director 
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Warren Christopher as secretary of state and Chairman of 
the House Armed Services Committee Les Aspin as secre- 
tary of defense. 


Clinton announced the two cabinet nominees and the 
nominees of six other senior government officials at a news 
conference he gave this afternoon in his hometown Little 
Rock, Arkansas. 


Christopher, 67, 1s a lawyer-diplomat, and his ties to the 
Democratic Party go back to the 1960s. President Lyndon 
Johnson (November 1963—January 1969) appointed him 
as deputy attorney general in June 1967. 


But less than two years later, Christopher returned to Los 
Angeles after Richard Nixon became president. The next 
Democratic President Jimmy Carter recalled him in 1977 
as deputy secretary of state. 


Christopher played a mayor role in 1980 attempting to 
obtain the release of dozens of American hostages at the 
U.S. Embassy in Teheran, shuttling back and forth 
between Algeria and other countries. 


Aspin, 54, is a Yale and Oxford educated lawmaker and 
was first elected House representative in 1971. The Wis- 
consin Democrat shares the same academic lineage as 
Clinton. 


The moderate Democrat opposed the Vietnam war as did 
Clinton. He was a strong supporter of the Persian Gu.f war 
and backed financing for the MX missile 


More recently, he has generally supported Pentagon 
progress and 1s well regarded by Republicans. 


Aspin is also known to favor deeper cuts in the military 
budget than the Bush administration has suggested. 


Clinton also named Clifton Wharton as Christopher's top 
deputy. Wharton is chief executive officer of a New York 
insurance company that handles a 60-billion-dollar retire- 
ment fund for college professors. 


The U.S. President-elect also picked Ms. Madeleine 
Albright, a former Carter administration national security 
aide, as the U.S. ambassador to the United Nations, a post 
he plans to elevate to cabinet level. 


The Czech-born mother of three is a Georgetown Univer- 
sity professor of international affairs and president of a 
Democratic-onented think tank called the Center for 
National Policy. Daughter of a Czech diplomat, her prin- 
cipal specialties are U.S. relations with Russia and Eastern 
Europe. 


Clinton also named Anthony Lake as his adviser for 
national security affairs. Lake 1s a former director of policy 
planning of the State Department in the Carter adminis- 
tration. 


Samuel Berger, a key Clinton campaign and transition 
adviser on foreign policy, was named deputy director of 
the National Security Council. 


James Woolsey, a nuclear weapons expert and former 
under secretary of the navy, was appointed to head the 
Central Intelligence Agency (CIA). 
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Woolsey, 51, was appointed by President Bush in 1989 as 
a special negotiator for the moribund talks between the 
NATO alliance and the Soviet-led Warsaw Pact on 
reducing weapons and troops in Europe. 


Clinton also named retired Admiral William Crowe to 
head his foreign intelligence advisory board. 


So far Clinton has announced his nominees for ten of his 
14-member cabinet and the remaining four slots are 
attorney general and secretaries of agriculture, transporta- 
tion and interior, which are reportedly to be filled prior to 
the coming Christmas on December 25. 


Report on Planned U.S. Shuttle Flight 

OW 2212235692 Beijing XINHUA in English 2247 

GMT 22 Dec 92 

[Text] Washington, December 22 (XINHUA)}—Next 
year’s first space shuttle flight is scheduled to begin on 


January 13, the U.S. National Aeronautics and Space 
Admunistration (NASA) said today. 


The six-day mission will be carned out by the shuttle 
Endeavour to deploy a data tracking and relay satellite, 
and gather information about X-ray sources in the Milky 
Way 

A spacewalk 1s planned to evaluate training methods and 
gain additional experience in working outside the shuttle, 
according to a United Press International report from 
Kennedy Space Center 


Both the launch and the landing of the Endeavour, the 
newest one in the U.S. shutile fleet, will take place at the 
space center in Cape Canaveral, Florida. 


Northeast Asia 


Wu Xuegian Attends Japanese Embassy Reception 


OW 2312070692 Bevyine XINHUA in Enelish 0643 
GMT 23 Dec 92 


[Text] Being, December 23 (XINHUA}—Matsumoto 
Koichi, charge d'affaires of the Japanese Embassy held a 
reception here today to celebrate the 59th birthday of the 
Japanese Emperor Akihiro 


Chinese Vice-Premier Wu Xueqian was among the guests. 


‘News Analysis’ on ROK Pyesident-Elect’s Tasks 


OW 2212141592 Beyine XINHUA Domestic Service in 
Chinese 0722 GMT 21 Dec 92 


[News analysis” by reporters Tang Shuifu (3282 3055 
1381) and Zhang Zhongy: (1728 1813 5030) “The 
Winner Faces a Rocky Road Ahead™] 


[Text] Seoul, 20 Dec (XINHUA}—The South Korean 
Central Election Management Committee officially 
declared on 19 December that candidate Kim Yong-sam of 
the Democratic Liberal Party defeated his rivals by taking 
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42 percent of the votes; thus he will become the 14th 
president of the Republic of Korea—the first civilian head 
of state in Korean history. 


The main reason Kim Yong-sam defeated two powerful 
rivals, Kim Tae-chung and Chong Chu-yong, in this elec- 
tion is that his election platforms, “reform amid stability” 
and “build a new Korea,” have won the people's support. 
Although other parties also called for reform, they did not 
present specific measures for maintaining stability. There- 
fore, his pledge concerning “stability” has won the support 
of the majority of the people. 


Second, regionalism in Korea was one of the major faciors 
affecting this election. Kim Yong-sam’s base is the Kyong- 
sang Province and around the Taegu area—the so-called 
“Yongnam Area”; Kim Tae-chung’s is around Cholla 
Province and the Kwangju area—the so-called “Honam 
Area.” Both of them won landslide victories in their 
respective bases. But approximately 1.5 mullion more 
voters are in the “Yongnam Area” than in the “Honam 
Area.” In these two areas alone, Kim Yong-sam topped 
Kim Tae-chung by more than | million votes, largely 
ensuring Kim Yong-sam’s dominance. 


However, the road ahead for Kim Yong-sam is not 
smooth. 


Revitalizing the stagnant economy is the major task facing 
the new government. In recent years, as a result of the slow 
development of science and technology, increased produc- 
tion costs, declining international competitiveness, slug- 
gish domestic demand, and increased trade barriers in 
developed countries, Korea has developed a foreign trade 
deficit. The Korean Foreign Trade Association predicts 
that the deficit in the international balance of payments in 
1993 will increase to $5 billion from $3 billion this year. 
While campaigning, Kim Yong-sam promised that if 
elected, he would keep wage increase rates below 3 percent, 
Stabilize the inflation rate to around 5 percent, and turn 
trade deficits into surpluses in the first two years of his 
term. Observers here believe that it will be much more 
difficult for Kim Yong-sam to solve these problems and 
achieve the objectives while maintaining stability than 
winning the election 


Politically, squabbling within the ruling party has never 
stopped. The opposition parties won nearly 60 percent of 
the votes in the election, and there are signs of them 
forming an alliance around issues like constitutional 
amendments. There will be a new alignment of political 
forces in Korea. How the ruling party will handle its 
relations with the opposition parties 1s another difficult 
problem facing Kim Yong-sam 


As the election results show, regionalism 1s still deeply 
rooted in the society. It will require huge efforts from the 
new government to deliver on Kim Yong-sam’s campaign 
promises of “building a strong government,” and “usher- 
ing in a new era of conciliation and cooperation.” 


Kim Yong-sam proposed bringing about South-North uni- 
fication by the turn of the century. What kind of measures 
he will take to accomplish this goal will also be a test for 
the new government 
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XINHUA Interviews ROK Deputy Premier 


OW 2212133992 Beijing XINHUA in English 1127 
GMT 22 Dec 92 


[Text] Seoul, December 22 (XINHUA}—South Korean 
Deputy Prime Minister Choe Kak-kyu said that economic 
and trade cooperation between South Korea and China 
will contribute to the development of the two countries. 


In an exclusive interview with XINHUA here today, Choe 
Kak-kyu said that South Korea and China have their own 
advantages in various fields and further cooperation in 
those fields will benefit (he economic development of both 
countries. 


Choe, who is also minister of economic planning, said that 
trade between South Korea and China will be measured at 
10 billion U.S. dollars this year and is expected to double 
the figure within the next three years. 


Up to now, South Korea's investment in China has 
amounted to 300 million U.S. dollars. 


Choe said that many South Korean firms hope to invest in 
China, and the government will give support to those when 
they seek economic cooperation. 


Choe just ended a six-day visit to China starting December 
6. 


On his impression about China, Choe said China's 
economy 1s fast developing. China’s economic develop- 
ment will be conducive to the development of South Korea 
and the world as a whole. 


Southeast Asia & Pacific 


Report on Economic Ties With Australia 


HK2112130192 Beyjing ZHONGGUO XINWEN SHE 
in English 1138 GMT 21 Dec 92 


[Text] Sydney, December 21 (CNS}—Despite the presence 
of many variable factors in any future international rela- 
tionships, cooperation remains unchanged as the mainstay 
in relations between Australia and China. The two coun- 
tries have had diplomatic ties for the past 20 years. 


A report made two years ago by an economic adviser to 
former Australian Prime Minister Mr. Bob Hawke laid the 
foundations for a strategical adjustment in Australia 
placing more emphasis on its relationship with Asia. The 
same adviser speaking in a recent interview said he was 
convinced that after Deng Xiaoping’s visit to South China 
and the 14th National Party Congress, China had moved 
towards a market economy at a pace far faster than the 
expectations he outlined in his report. With the vast scale 
involved in China's economy, the adviser and his col- 
leagues in the Department of Economics of the Pacific 
Research Institute at the Australian National University 
placed China’s economic status only after those of the 
United States, Japan and Germany. As China moves 


towards the market economy, it will have an increasing 
great influence on the economies in the Asia Pacific region 
from which Australia can reap many benefits. In adapting 
to such developments, Australia is attempting to make its 
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market much more open. Nowadays from Melbourne, 
Canberra and Sydney to Brisbane, most of the shoes and 
clothing worn by people are made in China. With further 
opening of the market, the country will import more 
China-made products in the future while it will also enjoy 
trade preferential conditions granted by China. 


As of late last year, China approved an accumulated 
volume of 183 Australia-inv-sted items with pledged 
investment of US$330 million, making Australia one of 
the ten saain investors in China. Further development of 
investment has taken place this year. 


A lawyer from a Melbourne-based law firm said that in 
order to cut costs and strengthen competitiveness, Austra- 
lian businessmen were capitalizing on China's further 
economic reform by flocking to invest in China's market. 
With the signing of many letters of intent, new items have 
appeared one after the other. A legal consultancy in Beijing 
belonging to the law firm finds it difficult to handle all its 
clients. The lawyer said that the economic and trade 
relationship between Australia and China are now at a 
“very busy and encouraging stage”. 


Last year, China bought 70 million kilogrammes of wool 
from Australia, long considered a major exporting country 
of raw materials. It 1s hoped that China will purchase much 


more wool. 


China recently created yet more stable relations with 
Australia with bilatera! trade valued at 3.25 billion Aus- 
tralia dollars last year, making it one of Australia’s ten 
main trade partners. In addition, China also made invest- 
ment in the country by opening 60 non-trade joint- 
ventured and solely-funded enterprises by the end of last 
year with pledged investment of U.S.$314 million by the 


Chinese side. 


China recently confirmed that it would invest in building a 
wool base in Victoria and an iron ore processing plant in 
West Australia, all for a total investment of between 
U.S.$200 million and U.S.$300 million. China is now 
looking for partners for these items 


‘Yearender’ on Australian Economic Situation 


OW 1912093892 Bevyine XINHUA in Eneiish 0925 
GMT 19 Dec 92 


[“Yearender” by Chen Xin: “Anaemic Economy—Foe 
to Australian Government”| 


[Text] Canberra, December 19 (XINHUA)}—Weak eco- 
nomic growth and high jobless rate—that’s what Prime 
Minister Paul Keating 1s likely to face when he goes to polls 
early next year 


Exactly one year has passed since Keating took on the top 
job, but the country’s economy remains stuck in low gear 


in spite of his arduous push 


Even the most outstanding economists like John Keynes 
may find it hard to explain the present situation: While 
expansionary measures are driving the economy up slowly. 
jobless rate edges higher on contrary to the Keynesian 
model 
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Hit by recession since mid-!990, Australia suffered a total 
of two percent drop in gross domestic product (GDP) tll 
mid-1991 with the jobless rave going up. 


A former treasurer and deputy prime minister, Keating 
ousted Bob Hawke as prime minister as a result of the fight 
within the in-power Labor Party, pledging to speed up 
recovery and tackle the unemployment problem. 


!n a kick-start policy package known as the “one nation” 
statement in February, Keating adopted an expansionary 
approach to enlarge public spending and ease monctary 
control. 


The economy did grow during the past year, with latest 
figures showing a positive 2.1 percent annual movement 
by September. Th’s has brought the size of economy back 
to exactly the same level as before the recession. 


However, the labor market continued to deteriorate, 
ignoring the mild economic growth. The unemployment 
rate hit 11.4 percent in November, the highest since the 
great depression in early 1930s. 


Meanwhile, accompanying a soaring deficit, Australia’s 
foreign debt leapt to a historic high of 114 billion U.S. 
dollars or 42 percent of the GDP. This caught the Austra- 
lian dollar under siege and the currency kept falling in 
value in recent months. 


Analysts here pointed out that while consumer spending 
and general government expenditure have contnbuted to 
the modest growth, fixed capital spending of businesses, 
which 1s vital to more job opportunities, remained neg2 
tive. 


Surveys revealed that investment continues to languish as 
companies wait for more evidence of recovery before 
committing themselves to new projects and adding to their 
payrolls. 


More importantly, despite Australia 1s one of the quickest 
among the industrialized countries to recover from the 
recession, its economic growth, relying heavily on resource 
exports and foreign investment, has been lowered by the 
sluggish world market. So has the business confidence of 
Australian companies. 


Analysts noted that conventiona! business-cycle theories, 
where recessions are followed by a! most inevitable 
recovery and resurgences in employment, have lost their 
grounds in Australia 


The Australian Government has projected a 3.75 percent 
growth and expected the jobless rate to fall below 10 
percent through the current | 992-93 fin-ncial year ending 
next June. But if there 15 no acceleration im business 
spending. the chances of meeting the goals are severely 
reduced 


Moreover, as the general election 1s to be held in less than 
six months, a failure to cut the long dole queues will surely 
undermine the voter support for the labor party although it 
now leads in opimon polls 


Unfortunately. the Keating government have just found 
their hands tied up by the dilemma facing their economic 
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policy that any attempt to further stimulate growth risks a 
major collapse in the Australian doilar and worsening in 
the balance vheet. 


As Keating conceded that the recovery is not fast enough 
and unemployment will take longer to come down “than 
any of us expected,” what he can do to the economy is 
mainly “wait-and-see™ in a hope thal previous measures 
will work more quickly. 


Qian Qichen Attends New Zealand Envoy's Party 
OW 2212143492? Beijing XINHUA in English 1304 
GMT 22 Dec 92 


[Text] Beijing, December 22 (XINHUA}—Chinese State 
Councillor and Foreign Minister Qian Qichen today 
attended a recemtion hosted by New Zealand ambassador 
to China to niark the 20th anniversary of the establishment 
of diplomatic relations between China and New Zealand. 


In their toasts Qian and Ambassador Michael John Powles 
agreed that the establishment of Sino-New Zealand diplo- 
matic ties turned “a new page” in the two countries. 


Qian expressed p. 2asure at the deepening of mutual under- 
standing and friendship of the two peoples and the expan- 
sion of the two-way trade between the two countries. 


Powles said thai after 20 years’ efforts, the New Zealand- 
China ties toda. are “many and varied.” 


The people-to-people contacts have also played an impor- 
tant role in pushing forward the friendly relations, he 
added. 


Among those present at the reception were Qi Huaryuan, 
director of the Foreign Affairs Office under the State 
Council, and Han Xu, president of the Chinese People’s 
Association for Friendship With Foreign Countries. 


Vanuatu President Confers Medal on Envoy 


OW2212162092 Beijing Central People’s Radio 
Network in Mandarin 1700 GMT 17 Dec 92 


[From the “International News and Current Events” 
program] 

[Text] At a meeting to celebrate the first anniversary of the 
founding of the coalition government on 17 December, 
President Fred Timakata of the Republic of Vanuatu 
conferred the Medal of the Republic of Vanuatu on Du 
Zhongying, Chinese ambassador to Vanuatu, and Sun 
Baosheng, first secretary of the Chinese Embassy, respec- 
tively, in recog™stion of their contributions to promoting 
friendship between Vanuatu and China. 


Near East & South Asia 
Chinese Friendship Delegation Visits Egypt 
OW 1912152092 Beyjine XINHUA Domestic Service in 
Chinese 1648 GMT 16 Dec 92 


[By reporter Yang Liging (2799 4539 0530)) 
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[Text] Cairo, 16 Dec (XINHUA}—Fathi Surur, chairman 
of the Egyptian People’s Parliament, and Yusuf Amin 
Wali, deputy prime minister respectively met today with 
the China-Egypt Fnendship Delegation led by Seypidin 
Aze here. 


During the meeting, Surur said: China has achieved 
marked results in opening to the outside world. Such 
results have drawn worldwide attention. “We sincerely 
hope that China, as a great country in the Third World, 
will play a bigger role in establiching the new international 
order”, Surur continued. 


Seypidin said: “The work to strengthen cooperation 
among the Third World's countries is essential for 
achieving world peace and establishing the new interna- 
tional order. Egypt has played an important role in 
strengthening unity among Arab and Islamic countries. 
China and Egypt share a long history of friendly ties. It is 
our hope that such friendly ties will be maintained and 
expanded.” 


At the invitation of Egyptian Deputy Prime Miruster Wali, 
who is also chairman of China-Egyp’ F -sendship Associa- 
tion, Seypidin and his party arrived bore on 15 December 
for a friendly visit. 


Meets Egyptian President 
OW 2212222392 Beijing XINHUA in English 2047 
GMT 22 Dec 92 


[Text] Cairo, December 22 (XINHUA}—Egyptian Presi- 
dent Husni Mubarak today praised the stable and integral 
policy of China in its reform and opening to the outside 
world. 


Mubarak said Egypt was following with great interest the 
reform in China and appreciated its achievements in this 


respect 


He made the statement during a meeting with deputy 
chairman of the Standing Committee of the Chinese 
National People’s Congress (NPC) Seypidin Aze and the 
delegation he led. 


The Egyptian president asserted that China is a frend of 
Egypt. and both countries are linked with historical ties, 
with close and good cooperation in various fields. 


He expressed hope that these relations will further develop 
through exchanges of visits between state leaders as weil as 
people-to-people contacts. 


On his part, Seypidin spoke highly of the achievements 
made by Egypt over the past years in improving Egyptian 
national economy and the living standard of the Egyptian 
people. 


President Mubarak had played a leading role in pushing 
forward the Middle East peace process. and in strength- 
ening solidarity among the Arab and Islamic countries as 
well as non-aligned countnes, Seypidin added. 


He asserted that China appreciated the recent mediation 
efforts by President Mubarak in trying to heal rifts between 
Saudi Arabia and Qatar, which ensured full participation 
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of all members of the Gulf Cooperation Councs! (GCC) at 
its 13th annual summit held in Abu Dhabi Monday [21 
Dec]. 


Commenting on a surge of terrorism in the region, Sey- 
pidin said: “We Moslems ought to enhance solidarity and 
unity among ourselves, because the unity of Mosiems 
reflects their strength while the strengih of Moslems lies in 
their unity.” 


Seypidin arrived here on December 15 at the head of the 
delegation of the Chinese-Egyptian Frienaship Socie?. 
The delegation flew home this evening after concluding a 
week-long visit to Egypt. 


Qian Qichen Receives Bangladesh Commerce 
Minister 

BK2!!2143092 Dhaka Radio Bangladesh Network in 
Bengali 1230 GMT 22 Dec 92 


[Text] Commerce Minister M.K. Anwar called on Chinese 
Foreign Minister Qian Qichen in Beijing today. The two 
ministers held talks on the excellent friendly relation 
be* veen China and Bangladesh. Martyred President Ziaur 
Rahman laid the foundation ,or this relationship. They 
stressed the need for further strengthening cooperation, 
especially in the economy and trade. Mr. Anwar reiterated 
the continued support of Bangladesh for China's reentry 
into the GATT. The Chinese foreign mi .ster thanked the 
governmen of Bangladesh for extending this valuable 
support. Mr. Qian Qichen also briefed the Bangle4esh 
minister on China's relations with neighboring cour .:1es. 


PRC, Bangladesh Trade Pact 


HK2312045592 Beijing CHINA DAILY in English 23 
Dec 92 p 2 


[Report by staff reporter Wang Yong: “Deals With 
Bangladesh Now in Cash”] 


[Text] China and Bangladesh signed an agreement in 
Beijing on Monday [21 December] to do business in cash. 


The deal replaces government-arranged trade with market- 
oriented deals and the formal institution of cash trade 
between the two countries in place of the traditional barter 
system which was sometimes manocuvred by the govern- 
ments. 


Trade analysts said the deal was one of the latest signals of 
central planned economies in the world giving way to 
market ones. 


Li Langing, the Chinese Minister of Foreign Economic 
Relations and Trade (Mofert), said bilateral trade will 
increase with cash clearing in place. 


Under the government arrangements, trade 1s carried out 
irrespective of what the markets need. 


M.K. Anwar, the visting Bangladeshi Minister of Com- 
merce who signed the agreement with Li, echoed Li's view 
that central planning fails to boost a country’s economy. 
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Bangladesh has espoused a pianned economy in the past 
two decades. 


The two countries have agreed io take certain cushion 
measures to prevent a fall in bilateral trade volume in the 
transition period towards a full play of cash trade. 


1; said China 1s ready to import more jute and leather 
products and fertilizer from Bangladesh provided the 
latter offers competitive prices. 


The two sides also have discussed possibilities of setting up 
joint ventures in Bangladesh in textile, fertilizer and 
machine-building sectors. 


Part of the products of these ventures are likely to be sold 
back to China to help reduce Bangladesh's trade deficit 
with China. 


‘Yearender’ on ‘Uncertainty’ in Afghanistan 
OW 2012045192 Beying XINHUA in English 0322 
GMT 20 Dec 92 


[“Yearender™ by Hu Xiaoming, Wu Dingbao] 


[Text] Islamabad, December 2u (XINHUA)}—The year 
1992 witnessed a tremendous change in Afghanistan with 
the downfall of the Najibollah regime into the hand of 
Mojahedin groups. which had fought it for years. 


After nearly 14 years of bloody war, the Mojahedin finally 
took over power in Kabul in April. However, the war-torn 
country 1s far from peaceful and uncertainty hangs on 
under the Moyahedin rule. 


It seems quite difficult for the different Mojahedin groups 
to find compromise and reach a politica! consensus amoug 
themselves On maintaining peace in the country whose 
people are fed up with war. 


From the very day when they entered Kabul. various 
Moyjahedin parties, with diiferent ethnic, tribal, sectarian 
and ideological backgrounds, fought with each other for 
the contro! of the Afghan capital, and skirmishes have 
never since come to an end im and round the city. 


During the two months of Sebghatollah Mojaddedi's 
administration, hundreds of people were killed in the 
fightings. mainly between Hezb-e-Eslami forces led by 
dissident Mojyahedin leader Golboddin Hekmatyar and the 
government troops under the command of Defense Min- 
ister Ahmad Shah Masud supported by Uzbek militia. 


After Borhanoddin Rabbani took over presidency in June 
from Mojaddedi in accordance with the Peshawar Accord 
reached by majority of Mojahedin groups in April, war in 
Kabul got even more fierce. 


In August, the Hekmatyar forces launched thousands of 
rockets into the city, killing about 2,500 people and 
wounding nearly 10,000. About one third of Kabul’s 1.5 
million people fled the city for shelter. 


A major bone of contention between Hekmatyar’s Hezb- 
e-Eslami and the government forces turned out to be the 
militia issue. 
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Hekmatyar has always been demanding that the militia be 
pulled out of Kabul and purged from the military forces, 
but *he Rabbani government, depending on the militia as 
a countervailing force against the Hekmatyar group. 
refused to do so. 


The Uzbek militia under the command of General Rashid 
Dostam, which belonged to the government forces of 
Nayibollah regime, switched side to the Mojahedin in 
March and played a mayor role in overthrowing the Nayi- 
bollah government. 


Since Rabbani failed to establish a transit. | govern- 
ment as stipulated in the Peshawar Accord, during his 
four-month tenure, his term was extended by the leader- 
ship council for 45 more days tll December 15. 


Despite the expiry of his extended term, President Rab- 
bani 1s still busy collecting his sympathizers for the pro- 
posed Hal-o-Aqd Shoora (Council of Wisemen) to elect a 
new government for 18 months. 


But major Mojahedin groups differ on the composition, 
structure and framework of the Shoora. 


Leaders of seven Mojahedin groups in the 10-member 
leadership council, including Hekmatyar, Mojaddedi, 
leader of Afghanistan National Liberation Front, and Pir 
Syed Gaylani, chief of the National Islamic Front of 
Afghanistan, met in Pol-e-Charkhi near Kabul on 
Wednesday and Thursday, demanding the postponement 
of the meeting of Hal-o-Aqd Shoora. 


They accused the Rabbani government of tampering with 
the selection of the Shoora members and using government 
money to buy votes, asking Rabbani to allow the leader- 
ship council rather than the Shoora to elect his successor. 


But Rabbani. who refused to resign when his term expired 
on Tuesday, announced in an official statement Thursday 
that he would only surrender power to the Hal-o-Agqd 
Shoora. 


On the other hand, religious leaders and commanders of 
different Mojahedin parties have been demanding the 
formation of a neuiral government for a period of one 
month and requesting Rabbani to transfer power to 
Mohammad Nabi Mohammad), sitting vice president and 
chief of Afghan Islamic Revolutionary Movement. 


The power struggle continues with mistrust and suspicion 
among the main actors growing day by day as Rabbani, 
Gaylami and Yunes Khales. leader of the break-away 
facuon of Hezb-c-Eslami, have declared themselves as 
candidates for the presidency 


As the tussle for power is intensifying. armed clashes are 
going on between Hekmatyar'’s Hezb-c-Eslami and the 
Uzbek militia under Dostam and among other rival 


groups. 


However, according to reports from Kabul, some 1,450 
representatives from across the country will gather in 
Kabul for the Shoora conference im a day or two, although 
observers doubt its chance of success in clecting Rabbani's 
successor, if at all 1t would be held. 
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Nevertheless, Sotrnos Mousouris, personal representative 
of the UN secretary-genera! on Afghanistan, is optimistic 
on the Shoora meeting which he said could provide a 
valuable opportunity and legitimate forum for the Afghans 
to lay the foundation for a stable and durable democratic 
society in the country. 


Sub-Saharan Africa 


Li Peng Receives Malian President Konare 


OW 2212133692 Beijing XINHUA in English 1234 
GMT 22 Dec 92 


[Text] Beijing, December 22 (XINHUA}—Chinese Pre- 
mier Li Peng said here today that China is now main- 
taining frendly relations with all countries in West Africa. 


Li made the remarks today while holding talks with Alpha 
Oumar Konare, president of the Republic of Mali, who 
arrived here yesterday on an official visit as ¢ his 
Chinese counierpart Yang Shangkun. 


During the talks, the two leaders exchez vie ss on 
bilateral relations as well as on regional ar. mr: sonal 
issues Of common concern. 


According to a Chinese Foreign Ministry official, Li said 
that the relations between China and Mali, a country in 
West Africa, have withstood storms and the co-operation 
between the two countries in political, economic and other 
fields have been “effective”. 


Li attributed such development of bilateral relations to the 
Five Principles of Peaceful Co-existence the two countries 
have been pursuing over the past three decades. 


Li said that Mali was among the first African countries to 
establish diplomatic ties with China. He described the 
current visit of President Konare as “an important event 
in the history of Sino-Malian relations”. 


Li expressed the belief that the multi-form Sino-Malian 
co-operation will achieve “new and greater progress” 
through the joint efforts of the two sides. 


President Konare echoed Li on the topic of bilateral 
relations, saying that the two countnes have had good 
co-operation in many fields over the past 30 years. 


According to a Chinese Foreign Ministry official, the 
president said Mali treasures the relations with China. He 
said that Malian-Chinese friendship has stood the test of 
time and is an “invaluable asset”. 


He defined the purpose of his visit to China, as enhancing 
friendly relations while learning more about China's “great 
practice”. 


Through the visit, the president said, he and his party have 
not only witnessed the achievements of China's reform 
and open policy, but also seen the broad prospects for 
Malian-Chinese co-operation. 


On the international situation, Premier Li noted that the 
world is experiencing a historical period of tremendous 
changes, which is marked by the end of the bipolar 
structure, the restructuring of different world forces and 
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the trend of multi-pciarization, the increasingly fierce 
economic competition around the globe. and the widening 
gap between the South and the North. 


The premier sa’? unremitting efforts are essential for 
maintaining peace and promoting development, the two 
major tasks in the world today. 


Chinese State Councillor and Foreign Minister Qian 
Qichen was present at the talks. 


Konare Leaves Beijing 
OW 2312071192 Beijing XINHUA in English 0628 
GMT 23 Dec 92 


{Text} Beying, December 23 (XINHUA)}—Malian Presi- 
dent Alpha Oumar Konare and his party left here today for 
east China's Suzhou after a three-day stay in Beijing. 


Chinese President Yang Shangkun went to the state guest- 
house this morning to bid farewell to President Konare 


Yang said President Konare’s visit has increased mutual 
understanding and friendship between the leaders and 
peoples of the two countries. He added that bilateral 
relations will grow further toward a good direction after 
the visit. 


President Konare said his visit was “pleasant and worth- 
while”, and the two sides reached consensus on issues of 
common concern and agreed to further cooperation. 


He reiterated that Mali attaches importance to Malian- 
Chinese friendship, which 1s irreplaceable 


Earlier today, the two heads of state attended the signing 
ceremony on two documents—an agreement on a batch of 
interests-free loan from the Chinese Government to the 
Malian Government for use ir cooperative projects 
between the two countries, and an exchange of notes on a 
Chinese Government's donation in the form of general 
goods. 


West Europe 


Official Demands Closure of French Consulate 


OW 2312075192 Beyvine XINHUA Domestic Service in 
Chinese 0635 GMT 23 Dec 92 


[Text] Beijing, 23 Dec (XINHUA}—Jiang Enzhu, vice 
minister of foreign affairs, today summoned French 
Ambassador to China Martin and, as instructed, 
demanded the closure of the French Consulate General in 
Guangzhou within a set time frame 


During the meeting, Jiang pointed out: “The French 
Government's recent approval of Dassault’s sale of Mirage 
fighter planes to Taiwan has seriously worsened [yan 
zhong ¢ hua 0917 6850 1921 0553) the bilateral relations.” 


He said: “By insisting on the sale of fighter aircraft to 
Taiwan in disregard of the strong objection [qiang lie fan 
dui 1730 3525 0646 1417] of the Chinese side. the French 
Government has seriously infringed upon China's sover- 
cignty and security [an quan 1344 0356), interfered in 
China's internal affairs, and obstructed and jeopardized 
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China’s efforts to achieve peaceful reunification. This is 
absolutely intolerable [jue bu neng rong ren di 0414 0008 
5174 1369 1804 4104] to the Chinese side.” 


Vice Minister Jiang emphatically pointed out: “The act of 
the French Government has done serious harm to the basis 
of Sino-French relations. Under these circumstances, the 
Chinese side is of the view that the unilateral maintenance 
of the French Consulate General in Guangzhou is inappro- 
priate [bu shi yi di 0008 6624 1355 4104]. I am hereby 
instructed to issue the following notice: The Chinese side 
demands that the French side close its consulaic geaeral in 
Guangzhou within one month.” 


*Yearender’ Views State of UK Economy 


OW2312113092 Beijing XINHUA in English 0940 
GMT 23 Dec 92 


[“Yearender” by Yang Yanping: “Britain’s Exit From 
ERM Creates Go-for-Growth Strategy” 


[Text] London, December 23 (XINHUA)}—For Britain, 
the pound’s ignominious exit from the European Commu- 
nity’ss ERM currency grid was a blessing in disguise, 
prompting the government to adopt a new strategy to lift 
the country out of a recessional rut. 


v/hen sterling was overwhelmed by massive speculation 
on “black Wednesday” during currency crises in Sep- 
tember, the conservative government led by Prime Min- 
ister John Major struggled to come to terms with the loss of 
their most cherished exchange rate mechanism (ERM). 


Major’s government, obsessed with a target of zero infla- 
tion, counted the ERM as a plank of its anti-inflationary 
economic policy. 


The policy paid dividends by bringing down runaway 
inflation, a scourge of the economy. But it was becoming 
increasingly a hindrance because reductions of high 
interest rates needed to help the recession-battered 
economy were constrained by Britain’s membership of the 
ERM which it joined in October 1990. 


With a general election pledge “Vote for me on Thursday 
and recovery will begin on Friday” still ringing, Major 
stuck to his long-term strategy for gradual, non- 
inflationary growth. This was in spite of the ERM’s stran- 
gling effect on the economy and 2 prolonged recession 
which is witnessing unemployment soaring towards three 
million. 


And what a glaring error of judgment was his dogged 
commitment to keeping the pound in the ERM and his 
vain attempt to defend the currency even when it became 
apparent its membership was no longer tenable. 


Major's stubborn rejection of all options other than main- 
taining ERM membership drew criticism even from a 
growing band within his own conservative party. His 
plausible argument for staying in the semi-fixed currency 
grid was challenged almost daily by politicians, business 
leaders, economists and the media. 
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As the government was under increasing pressure over its 
handling of the economy beset by rising unemployment, 
record bankruptcies, high personal liabilities and slumping 
housing prices, financial turmoil was in store for Europe in 
the run-up to the French referendum on the Maastricht 
Treaty on European political and monetary union. 


On September 16, “black Wednesday,” sterling was tum- 
bled out of the ERM. 


The way the pound left the ERM was a stunning blow to 
Major and his government and their reputation was seri- 
ously damaged. 


Their anti-inflationary economic policy centered on the 
ERM was in disarray in consequence and they appeared at 
a loss. 


The September debacle, however damaging, left Britain 
free from ERM discipline and to carry out its own eco- 
nomic and monetary policy. But it also created a policy 
vacuum despite the government’s argument to the con- 
trary. 


In the early post-ERM days, the government, while con- 
tending its policy remained unchanged, appeared to be 
taking pains to ponder whether to rethink and set aside, at 
least temporarily, its harsh, unpalatable anti-inflationary 
policy. 

Misfortunes never come singly, as the saying goes. As 
Major and his Chancellor of the Exchequer Norman 
Lamont were groping for a new “coherent” economic 
strategy, ancther political crisis came as a telling example 
to reveal how the government was out of touch with 
reality. 


A plan to close 31 of the country’s 50 coal mines with the 
loss of 30,000 mining jobs provoked a national outcry and 
the government, accused of ignoring the plight of nearly 
three million jobless, was forced into a humiliating climb- 
down. Major’s popularity plunged to a new low. 


It was not until five weeks after “black Wednesday” that 
an embattled Major signaled a shift in economic policy to 
give priority to growth and jobs. 


In an effort to fill the policy vacuum and reassert his 
authority battered by a series of policy mistakes, Major 
softened the government's single-minded preoccupation 
with fighting inflation and chose to go for growth. 


While the new pro-growth stance smacked of a panic 
reaction to the collapse of the government's anti- 
inflationary policy and the pit closure crisis, it was a 
turning point, though still patchy. 


The new government “strategy for growth” came into 
shape in mid- November when Lamont delivered his 
annual autumn statement on public spending plans in 
Parliament, detailing a “recovery package”. 


In the strategy, which the government hoped would help 
haul Britain out of the longest recession to hit the country 
since the great depression during the 1930s and get it out of 
political trouble, Lamont announced a one percentage 
point cut in interest rates to seven percent. This was the 
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lowest since 1978, and pledged a boost to capital spending 
to help the country’s infrastructure and manufacturing 
industries. 


But he kept a tight rein on public-sector pay and stuck to 
an overall limit of 244.5 billion pounds (372 billion 
dollars) for the financial year starting next April. 


The plan was broadly welcomed, although a deeper cut in 
interest rates was urged in order to achieve a quick upturn 
and ensure recovery take firm hold. 


Lamont, seeking to allay fears of a return to the boom-bust 
cycles, said the government’s objective was to achieve 
“sustainable, long-term growth” rather than engineer a 
“short-lived boom that would lead swiftly to higher infla- 
tion and higher interest rates”. 


He forecast a one percent growth in the gross domestic 
product in 1993, a view shared by many economists. 


With recovery measures in place and three percent cuts in 
interest rates since “black Wednesday” and the pound’s 
effective devaluation which is giving the economy a boost, 
now many economists agree a long-awaited recovery could 
come during the first half of 1993. 


A batch of recent economic indicators showed faint stir- 
rings of life were emerging and that the economy is “on the 
turn”. Economists also point out that growth would be 
weak due to a number of chronic and structural problems 
in the economy, such as high unemployment, the debt 
overhang, a huge trade deficit and high real interest rates 
(the gap between inflation and interest rates). 


And there is still lack of recession-hammered business and 
consumer confidence, which is vital for ending the reces- 
sion. 


Nevertheless, the worst is over and a dawn may soon 
break. There might be some “bright” days ahead after 
“black Wednesday,” but the path to recovery is bound to 
be long and beset with difficulties. 


East Europe 


Books Donated to Bulgaria’s University of Sofia 


OW 2312063192 Beijing XINHUA in English 0551 
GMT 23 Dec 92 


[Text] Sofia, December 22 (XINHUA) —China today 
donated another batch of books to the department of the 
Chinese language at the University of Sofia on the occa- 
sion of its first anniversary. 


Chinese Ambassador to Bulgaria Bai Shoumian presented 
the books to the teachers and students of the department 
on behalf of the Chinese Government. 


The gifts included an 8-volume dictionary of the Chinese 
language, an all-inclusive dictionary of the Chinese lan- 
guage, a dictionary of Chinese culture, text-books, and 
tapes and video-tapes for teaching Chinese. 


Plus books donated before, China has contributed more 
than 1,000 volumes of books to the department. 


FBIS-CHI-92-247 
23 December 1992 


The University of Sofia, which began to provide the 
Chinese language program in December 1991, is the only 
college-level institution teaching Chinese in Bulgaria, for 
which Chinese professors are employed. 


Officials from the Bulgarian Ministry of Education were 
present at the book-presenting ceremony. 


‘Yearender’ Examines Yugoslav Situation 
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GMT 23 Dec 92 


[XINHUA “Yearender”: “Tragedy of Disintegrated 
Yugoslavia’’] 


[Text] Belgrade, December 23 (XINHUA) —Civil war, 
ethnic conflicts, disintegration and worldwide sanctions 
have afflicted the former Yugoslavia in 1992, making it 
one of the most volatile of world troublespots. 


Flames of war spread from Slovenia to Croatia and then to 
Bosnia-Hercegovina. Ethnic fanaticism has exacerbated 
feuding among Muslims, Serbs and Croats. 


Federal Yugoslavia has disintegrated, at the cost of blood- 
shed, poverty and international isolation. More than 
128,000 people have been killed, hundreds of thousands 
injured and 1.5 million displaced. 


In Bosnia-Hercegovina, some 80 percent of the economic 
facilities have been destroyed, half of the houses ruined 
and life paralyzed. The people are anxious and living 
precariously. 


The former Yugoslavia has split into five nations and the 
divisive tendency has continued. 


The Republic of Bosnia-Hercegovina has been further 
divided into three. The ethnic Serbs who control some 60 
percent of the territory have established “a Serbian repub- 
lic’’; the ethnic Croats who hold 30 percent of the territory 
have also declared the establishment of a “Croatian state 
union,” while the Muslims, who constitute the majority of 
the population, own only 10 percent. 


Sharp contradictions between the Croatian authority and 
the ethnic Serbs within the Croatian Republic have 
induced the ethnic Serb leaders to set up the “Republic of 
Serb Krajina.” 


But Croatia has stressed that, if the United Nations 
peacekeeping forces are helpless in the matter, Croatia will 
“take back its lost land” through military means. 


Meanwhile, ethnic Albanians have privately established 
the “Republic of Kosovo” and demanded separation from 
Serbia, while the ethnic Albanians in Macedonia have also 
asked for an extension of autonomy. 


The Yugoslav Federation has suffered unprecedented dip- 
lomatic isolation and economic depression since the U.N. 
imposed sanctions on it on May 30 on the ground that “the 
federation is responsible for the civil war in Bosnia- 
Hercegovina.” 


Official figures show that the gross domestic product fell 
by 50 percent this year compared with last year’s figure 


FBIS-CHI-92-247 
23 December 1992 


and the people’s per capita income dropped to only 700 
U.S. dollars, less than a third of the level in 1989. 


The embargo cut employment to only 600,000 out of more 
than 1.8 million workers and led almost to bankruptcy for 
thousands of businesses. Moreover, the country suffered 
from runaway inflation, with retail prices increasing 280 
times but wages decreasing by 50 percent. 


The disintegration of the former Yugoslavia has broken 
the former balance of power in the Balkans. Foreign forces 
of all types have become involved in the conflict, covertly 
or openly, a development that has to some extent interna- 
tionalized the Yugoslav crisis. 


Germany and Austria have started to expand their influ- 
ence in Slovenia and Croatia while Italian right-extremists 
have tried to alter the border with Slovenia and Croatia. 


The Islamic countries have repeatedly called for military 
intervention in Bosnia-Hercegovina in / rder to “save their 
Muslim brothers.” 


Meanwhile, Turkey has reached agreements on military 
cooperation with Albania and Bulgaria and its parliament 
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has empowered the government to dispatch troops to 
Bosnia-Hercegovina if the United Nations requests. 


The ethnic Albanians’ attempt to become independent has 
made Kosovo and Macedonia new hot-spots. Tension has 
developed between Albania and Yugoslavia and both have 
deployed forces in the border regions. 


Greece demanded that Macedonia change its name, oth- 
erwise Greece would refuse to recognize its independence. 
Greece even threatened to close its border with Mace- 
donia. 


The demise of the former Yugoslavia and the civil war in 
Bosnia-Hercegovina have triggered the worst exodus of 
refugees since World War II, harmed European security 
and stability and created a chain-reaction of ethnic contra- 
dictions among other countries. 


The war in Bosnia-Hercegovina may also spread, and the 
danger of external military intervention is looming. 


Western nations are caught in a dilemma. They want 
Yugoslavia to be neither “Lebanonized” nor to become a 
“Vietnam in Europe.” 
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Political & Social 


Liu Zhongde Appointed Acting Culture Minister 


OW2312140292 Beijing XINHUA in English 1344 
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[Text] Beijing, December 23 (XINHUA)}—The State 
Council has appointed Liu Zhongde as acting minister of 
culture, Jin Jipeng as deputy auditor-general of the 
Auditing Administration and Xiao Jianzhang as vice- 
minister of justice. 


Liu served as deputy minister of the State Education 
Commission, deputy secretary-general of the State Council 
and deputy head of the Propaganda Department under the 
Central Committee of the Communist Party of China. 


Not long ago he became vice-minister of culture. 


He Jingzhi was removed from the post of acting minister 
and vice-minister of culture, Lu Jian from that of vice- 
minister of justice, and Ma Zhongchen from that of vice 
minister of agriculture. 


Yuan Mu on 14th CPC Congress Guidelines 


OW 1612130092 Beijing QIUSHI in Chinese No 22, 5 
Nov 92 pp 2-14, 19 


[Article by Yuan Mu [5913 2606]: “The Historical Status 
and Basic Guidelines of the 14th CPC National Con- 
gress” | 


[Text] The 14th CPC National Congress—a meeting that 
was charged with historic tasks on which the people placed 
their hopes and wanch attracted worldwide attention— 
successfully accomplished its historical mission. Under the 
guidance of Comrade Deng Xiaoping’s theory on builing 
socialism with Chinese characteristics and the important 
talks he made during the southern tour earlier this year, the 
congress reviewed the past and studied plans for the future. 
To carry forward the revolutionary cause and forge ahead 
into the future, it adopted a correct course for China to 
continue its advancement in the 1990's and a program of 
action for its march into the 21st century. The congress 
will certainly further spark tremendous political enthu- 
siasm among people of all nationalities; guide us to score 
still greater success in reform, opening up, and the mod- 
ernization drive; and go down as a major milestone in the 
annals of our party and our people’s republic. 


The first part of the 14th CPC National Congress report— 
“General Summary of the Great Practice of the Last 14 
Years’--is a review of our experiences since the Third 
Plenary Session of the 11th CPC Central Committee. It 
points out at the very beginning: In the last 14 years, 
adhering to the basic line of the party, we have been 
building socialism with Chinese characteristics through 
reform and opening to the outside world and through 
liberating and developing productive forces. In view of the 
deep and widespread social changes that have taken place, 
we can truly say that we have begun a new revolution. 
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The entire history of our party is, it may be said, a history 
of integrating Marxist tenets with China’s concrete condi- 
tions. In this historical process, the first generation of 
central leadership, with Comrade Mao Zedong at the core, 
successfully integrated theory with reality and found a 
road to new democratic revolution and socialist transfor- 
mation with Chinese characteristics, inaugurated the Peo- 
ple’s Republic of China, established the basic system of 
socialism, turned a semicolonial and semifeudal China of 
the past, which for over 100 years had suffered from 
foreign aggression and bullying, into a new and indepen- 
dent socialist China in which the people were the masters, 
and liberated and developed the productive forces. This 
revolution, the greatest China had ever seen, ushered in a 
new era in the history of our country. In the first eight 
years following the Republic’s founding, China made bril- 
liant progress in socialist construction. We also did a huge 
amount of work with great success over the next 20 years. 
The first- generation central leadership, Comrade Mao 
Zedong in particular, left the party and people valuable 
thoughts that even to this day should be treasured and 
inherited by us in earnest; however, in the course of 
building socialism, we experienced, in the 20 years from 
1957, repeated erroneous “leftist” interferences in our 
guiding ideology. There was even a 10-year period of 
“domestic turmoil” that brought untold misery to the 
people; the nation, regrettably, traversed a tortuous course. 


Summing up, the main lessons we should draw from the 
tortuous course are: In the ideological line, we failed to 
persist in emancipating the mind and seeking truth from 
facts; instead, we were blinded, for too long a period, by 
some rigid, dogmatic interpretation of Marxism. Politi- 
cally, we failed to persist in economic construction as the 
central task; instead, we pursued, over a long period of 
time, “taking class struggle as the key link,” which is no 
longer appropriate in a socialist society. In economic 
structure, we failed to change in good time the system of 
highly centralized mandatory planning, which is ill-suited 
to large-scale socialized production, overlooked the devel- 
opment of a commodity economy, and paid no attention to 
the function of market mechanisms and the law of value; 
we also failed to make appropriate changes in other fields. 
Moreover, due to various factors—some objective and 
some subjective—we more or less closed our door to the 
outside world. All this seriously hampered the develop- 
ment of China’s social productive forces. The vitality 
inherent in our socialist system was stifled and the relative 
superiority of socialism over capitalism was not brought 
into full play. 


With a proletarian revolutionary’s boldness of vision and 
enormous courage, the Third Plenary Session of the | 1th 
CPC Central Committee—and the second generation of 
the central leadership with Comrade Deng Xiaoping at the 
core that emerged from the °css:on—spearheaded and 
backed a nationwide discussion on practice being the sole 
criterion for testing the truth; through this discussion, we 
restored the ideological line of emancipating the mind and 
seeking truth from facts, and thus set the party's ideology 
right. We resolutely discarded the wrong “‘leftist” policy of 
“taking class struggle as the key link,” shifted the focus of 
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party and government work to economic construction, and 
set the political line right. We rehabilitated victims of their 
false charges, frame-ups, and wrong verdicts, readjusted 
and replenished leadership bodies, and implemented pol- 
icies designed to enhance unity and mobilize all positive 
factors, and thus set the organizational line right. We 
adopted the great policy of reform and opening up, making 
the two a striking feature and a powerful driving force for 
ushering in a new period of China’s socialist moderniza- 
tion. The second generation of central leadership is leading 
the people in another great revolution, the goal of which is 
to further liberate and develop productive forces. This new 
revolution is designed to turn, through hard work over the 
years, our underdeveloped socialist country into a pros- 
perous, strong, democratic, culturally advanced, and 
modern socialist country. This is the common wish of the 
whole party and the whole nation; this is where their 
fundamental interests lie. 


To constantly advance and successfully accomplish this 
tremendous historic change will require, without doubt, 
great political courage to blaze a new path to socialism and 
great theoretical courage to open new perspectives for 
Marxism. The key here is the courage to rectify deep- 
rooted leftist mistakes. Otherwise, the new situation and 
progress in China's socialism in the past 14 years would be 
out of the question. Meanwhile, just as the CPC congress 
report points out: The reform, opening up, modernization 
drive currently under way in China are based on our earlier 
revolutionary victory and on our great achievements in 
socialist construction, and it 1s being carried out step by 
step, in good order, under the leadership of the party. It is 
intended to improve and develop our socialist system. 
Therefore, rather than a rejection of Marxism- 
Leninism-Mao Zedong Thought, this revolution is its 
confirmation and continuation; however, it is no minor 
patching-up of the economic structure but a fundamental 
restructuring of the economy, turning it from one that 
hampers the development of productive forces into a new 
one, full of energy and vitality. In addition, there should 
also be corresponding reforms in the fields of politics, 
science and technology, education, and culture. This com- 
prehensive, systematic reform of the socialist system will 
certainly affect the existing interest structure and spark 
contradictions between new and old ideas. Only by 
acquiring a profound understanding of this revolution, 
constantly renewing our mindset, and emancipating our 
minds will we be able to go on accomplishing, innovating, 
and advancing. This will certainly require us to, while 
adhering to and carrying forward the basic theory of 
Marxism-Leninism-Mao Zedong Thought and in connec- 
tion with the new practice, make constant, creative explo- 
rations and renew our mindset in the realm of ideology and 
theory. The most brilliant representative in this regard is 
no other than Comrade Deng Xiaoping—the chief archi- 
tect of our socialist reform and open policy and of the 
modernization program. 


From the CPC congress report we can see that third 
generation of central leadership with Comrade Jiang 
Zemin at the core is determined to creatively apply 


NATIONAL AFFAIRS 13 


Marxism in China’s reform, open policy, and the modern- 
ization program, inherit and carry forward the great cause 
started by the first generation of central leadership with 
Comrade Mao Zedong at the core, and, in particular, to 
continue advancing the great cause of building socialism 
with Chinese characteristics inaugurated by the second 
generation of central leadership with Comrade Deng 
Xiaoping at the core. The whole party and people of all 
nationalities across the country are aware of the firm 
stance, determination, and confidence needed to carry 
forward this revolutionary cause and forge ahead into the 
future. Its profound significance will become more and 
more pronounced as time passes. 


The .eport to the 14th CPC National Congress had a 
striking feature, as well as historical contributions. It has 
further enriched and developed the theory on building 
socialism with Chinese characteristics, while pointing out 
the extreme importance and crux of long perseverence for 
the party’s basic line, which was formulated unde: the 
guidance of this theory. The features and contributions of 
the report fully show a constant sublimation of Chinese 
Communists’ firm faith in and rational understanding of 
socialism. 


Over the last decade and more, Comrade Deng Xiaoping 
has written a series of articles with respect to the theory on 
building socialism with Chinese characteristics, on the 
basis of his own foresight and sagacity, as well as the 
practical experiences of the party and the people. The | 2th 
Party National Congress put forward the program of 
creating a new situation of modernization in all fields in 
our country. Comrade Deng Xiaoping delivered to that 
congress an opening speech of great historical significance, 
in which he called for keeping to the ideological orienta- 
tion of building socialism with Chinese characteristics. 
Later on, the party Central Committee repeatedly summa- 
rized and explained the theory on many occasions, 
including three major occasions. The first major occasion 
was the 13th CPC National Congress, during which 12 
theoretical viewpoints were briefly pointed out within the 
framework of the theory on building socialism with Chi- 
nese characteristics. The second time was the Seventh 
Plenary Session of the 13th CPC Central Committee. 
during which the CPC Central Committee made proposals 
for drawing up the 10-Year Program and the Eighth 
Five-Year Plan for National Economic and Social Devel- 
opment. The proposals contained |2 principles of inte- 
grating theory with practice, based on the common under- 
standing of the party and the people in taking the road of 
socialism with Chinese characteristics. The third major 
occasion was the meeting in celebration of the 70th anni- 
versary of the CPC on | July last year. In the speech 
delivered to the meeting by Comrade Jiang Zemin on 
behalf of the party Central Committee, he answered in a 
concentrated way the question of what economy, politics, 
and culture are like under socialism with Chinese charac- 
teristics. The summations and explanations of the three 
occasions were different in angle and emphasis, but they 
contained identical basic viewpoints. The report to the 
14th CPC National Congress emphatically answered a 
series of basic theoretical questions which people are 
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concerned about. The answers, based on previous summa- 
tions and explanations, were offered mainly from the angle 
of how to build, consolidate, and develop socialism in 
China, which is relatively backward in in economics and 
culture. The answers deal with nine aspects—the road to 
socialism, the development of socialism in stages, the 
fundamental tasks of socialism, the motivating forces of 
socialist development, external conditions for socialist 
construction, the political guarantee for socialist develop- 
ment, the strategic plan for socialist development, forces 
that lead in building socialism and forces that are relied on, 
and the strategic concept for peaceful reunification of the 
motherland. The recent summation and explanation were 
more comprehensive, more systematic, more thorough, 
and on a higher theoretical level. They have shown that our 
party has entered a maturing and more conscious stage and 
has scaled new theoretical heights in understanding the 
theory of building socialism with Chinese characteristics. 
The summation of the theory on building socialism with 
Chinese characteristics made in the report to the 14th CPC 
National Congress fully shows Comrade Deng Xiaoping’s 
consistent thought since the Third Plenary Session of the 
{1th CPC Central Committee, and strikingly reflects the 
basic guidelines of the important talks made by him during 
his southern China trip early this year. Since the Third 
Plenary Session of the 11th CPC Central Committee, 
Comrade Deng Xiaoping has consistently urged people to 
emancipate their minds, seek truth from facts, take their 
own road in consideration of our own realities, and 
achieve a Chinese-style socialist modernization. He 
emphasizes that since China is still in the initial stages of 
socialism, we must not disregard this basic national con- 
dition or go beyond this stage when we formulate our 
policies. He emphasizes that the basic task of socialism is 
to develop productive forces, and we must always cling to 
economic construction, which is our central task. He 
emphasizes that the four cardinal principles are the foun- 
dation of our country, while the policy of reform and 
opening up leads to prosperity, and we must adhere to 
these principles and the policy simultaneously. He empha- 
sizes that neither poverty nor polarization is socialism, it is 
impossible for all the people to become rich simulta- 
neously, and we must encourage some regions and some 
people to become better off first to promote common 
prosperity. He emphasizes a two-handed approach. On the 
one hand, we should attach importance to reform, opening 
up, and economic construction, as well as to building 
material civilization; on the other hand, we should pay 
attention to combating crime, penalizing corruption, to 
democracy and the legal system, as well as to building 
spiritual civilization. This series of notions constitutes the 
basic points of the theory on building socialism with 
Chinese characteristics. 


During his inspection tour in southern China early this 
year, Comrade Deng Xiaoping made some important talks 
and further pointed out the necessity of persevering in the 
basic line for 100 years. He said that reform is the second 
revolution to liberate productive forces; that in the final 
analysis, we should assess the success and failure of reform 
and opening up and all other work by checking whether 
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their results are conducive to developing the productive 
forces of our socialist society, to strengthening the overall 
capacity of our socialist country, and to improving peo- 
ple’s living standards; that we should overcome the ideo- 
logical fetters caused by abstract argument on whether 
something is “capitalist” or “socialist”; that we should 
develop a socialist market economy; that we must guard 
against right tendencies, but also and mainly against left 
tendencies; that we should emancipate our minds further, 
have greater courage, and take a faster pace in reform, 
opening up, and modernization; and that we should seize 
the opportunity to bring our economy up to a new level 
every few years. These new viewpoints have raised the 
theory on building socialism with Chinese characteristics 
to a higher level. Comrade Deng Xiaoping is the chief 
designer for China’s socialist reform, opening up, and 
modernization, as well as an outstanding representative 
who has integrated Marxism with the realities of contem- 
porary China. By devising this theory, he has made a great 
historic contribution. 


The theory on building socialism with Chinese character- 
istics is the latest product of the integration of basic tenets 
of Marxism with China’s concrete practice. The theory is 
the Marxism of contemporary China because it has inher- 
ited and developed Marxism-Leninism-Mao Zedong 
Thought under new historical conditions. Such a high 
value set on the theory by the report to the 14th CPC 
National Congress will no doubt yield a great positive 
impact on all comrades in our party and on the people of 
all nationalities across the country and will be a great 
impetus pushing them to advance more consciously on the 
road of socialism with Chinese characteristics. In accor- 
dance with the guidelines of the report to the 14th CPC 
National Congress, I would like to emphatically point out 
two things—the practicality and the openness of the 
theory. This theory is not a theoretical inference derived 
from other theories. It was derived from practice under the 
historical condition that peace and development have 
become the priorities of the present world, and it was 
derived from practice after summing up China’s experi- 
ence of success and failure in socialist construction, after 
learning from other countries’ experiences of success and 
failure in socialism, and in particular, after summing up 
our experience of reform, opening up, and socialist mod- 
ernization over the last 14 years. For this reason, this 
theory will inevitably return to the midst of practice, to be 
constantly examined by practice, and continue to be 
enriched and developed in the course of practice. It is not 
a closed system, but an open theory requiring constant 
improvements. The Marxist theory of scientific socialism 
can play an important, positive guiding role only when it is 
integrated with the characteristics of a country or nation. 
For this reason, although many foreign countries believe 
that China’s achievements and experiences in building 
socialism with Chinese characteristics are of great global 
significance, the report to the 14th CPC National Congress 
has consistently emphasized that the theory on building 
socialism with Chinese characteristics 1s designed to deal 
with China’s realities, and it is a theory guiding us to build, 
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consolidate, and develop socialism under China’s condi- 
tions. This fully shows our party’s attitude in correctly 
understanding the socialist cause in the world, in seeking 
truth from facts, and in being modest and prudent. 


Comrade Mao Zedong pointed out in his 1939 article 
“Chinese Revolution and the Chinese Communist Party”: 
“Only when we grasp the nature of Chinese society will we 
be able clearly to understand the targets, tasks, motivating 
forces, and character of the Chinese revolution and its 
perspectives and future transitions. A clear understanding 
of the nature of Chinese society—that is, of Chinese 
conditions—is therefore the key to a clear understanding 
of all the revolution’s problems.” After making unremit- 
ting efforts and a thorough analysis of China’s basic 
conditions during the democratic revolution, our party 
finally found the correct road for the Chinese revolution 
and succeeded in that revolution. The | 3th party national 
congress described that success as the first historic leap 
brought about by the integration of the basic tenets of 
Marxism with China’s concrete practices. After the Third 
Plenary Session of the | 1th CPC Central Committee, the 
second generation of the central leadership, with Comrade 
Deng Xiaoping at the core, also made a thorough analysis 
of China’s conditions, which had already changed. The 
central leadership, in a timely manner, correctly summed 
up the practical experiences of China and the world 
socialist movement, formulated the theory, line, princi- 
ples, and policies for building socialism with Chinese 
characteristics, and initially but more systematically 
answered the basic questions concerning the road, stages, 
tasks, motivating forces, conditions, plans, and interna- 
tional environment for socialist reform, opening up, and 
modernization. It also plotted a scientific path for our 
undertakings. The | 3th party national congress described 
those done by the second generation of the central leader- 
ship as the second historic leap brought about by inte- 
grating the basic tenets of Marxism with China’s concrete 
practices. The new summation of the theory on building 
socialism with Chinese characteristics made by the 14th 
party national congress should be a very important, new 
starting point for another leap. 


The party’s basic line took shape under the guidance of the 
theory of building socialism with Chinese characteristics, 
and the basic line 1s also the basic component and the 
concentrated expression of this theory. A concise general- 
ization of this basic line is “one center, two basic points.” 
The report to the 14th CPC National Congress not only 
reiterated this basic line but also emphatically stated that 
the experience in the practice of the past 14 years boiled 
down to one point—unwaveringly adhering to the basic 
lime wnder the guidance of the theory of building socialism 
with Chinese characteristics. This is the most reliable 
guarantee that we will be able to stand perilous tests and 
successfully fulfill our objectives in carrying out our under- 
takings. This important exposition reflects the deeper 
understanding by the whole party of the importance of the 
basic line, and also demonstrates the party's determination 
and confidence in guiding the people of the whole country 
to adhere to it. To firmly adhere to the party's basic line, 
we must firmly adhere to the central task of economic 
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construction; the whole party and the whole country must 
adhere to this central task, not another central task, and all 
other work must be subordinate to and serve this central 
task; we must combine reform and opening up with the 
four cardinal principles in the great practice of building 
socialism with Chinese characteristics and guard against 
rightist tendencies, but mainly against “Leftist” tenden- 
cies; we must consolidate and develop stability and unity 
and resolutely preserve political and social stability. Vic- 
tory for our country’s socialist reform, openirg to the 
outside world, and modernization drive will be guaranteed 
if these few principles are adhered to. 


In the final analysis, to accomplish the major tasks of 
reform and construction in the 1990's set by the 14th CPC 
National Congress, we must accelerate the pace of reform 
and opening to the outside world, and concentrate on 
boosting economic development. This requires that we 
explicitly answer the following three questions: |) Is it 
necessary to accelerate our country’s economic develop- 
ment? 2) Can it be accelerated? 3) How can we accelerate 
it? 

Let us talk about why it is necessary to accelerate China's 
economic development. 


The essence of international competition is a contest of 
overall national strength based on the level of economic, 
scientific, and technological development. The speed of 
development can be a decisive and important factor in 
such competition. At the beginning of the last century 
when Britain dominated the world economy, its industrial 
production accounted for more than a half of the world’s 
total, U.S. production accounted for less than 10 percent. 
During the more than 100 years since then, Britain's 
industry has grown at an average of 2.2 percent a year, 
while that of the United States has reached 4.4 percent, 
twice that of Britain. By the middle of this century, the 
United States replaced Britain as the dominant power in 
the world, with its industrial production accounting for 
more than half of the world’s total, while Britain's dropped 
to less than 10 percent. In the early 1960's, Japan's world 
economic ratio was less than 3 percent. Its economy was 
merely |/13th of the United States’ economic strength. In 
more than 20 years since then, the U.S. gross domestic 
product has grown at an average of 2.9 percent a year, 
while that of Japan has grown at 5.6 percent a year. Japan's 
world economic ratio rose to 16 percent in 1990, making it 
an economic giant in the contemporary world. Its gross 
domestic product has risen to more than half of that of the 
United States, and its per capita gross domestic product 
has surpassed that of the United States. Since World War 
Il, Germany's economy has been developing at a high 
speed. Economically, Germany has overtaken Britain and 
France, and is trying to catch up with the United States 
and Japan. International competition will become even 
more acute in the 1990's. In the future, one has still to wait 
and see who will dominate the world economically. At 
present, although the economies of the Western countries 
are in recession as a whole, the base figure of our country's 
economy, especially the base figure of per capita income, is 


16 NATIONAL AFFAIRS 


very small compared to them. If we do not accelerate our 
development, the gap between our country and Western 
countries may become even wider. 


The accelerated development of countries and regions 
surrounding our country is a serious challenge to us. The 
achievements made by the “four little dragons” of Asia are 
there for all to see. According to an estimation by the 
United Nations, in the 1990"s the annual economic growth 
rate of the “four little dragons” will reach about 7 or 8 
percent. In recent years new “four little dragons” in Asia 
have been trying to catch up with the old ones. The per 
Capita income of these countries and regions, whose econ- 
omies are developing at a fast speed, is far higher than that 
of our country. In the 1990"s, if we want to guarantee that 
the gap between our country, and its surrounding countries 
and regions will not widen but become narrower, we must 
accelerate economic development all the more. 


Let us take a look at peaceful competition from the angle of 
two different social systems. After all, which is superior or 
inferior, socialism or capitalism? To answer this question, 
we have to rely on the results of the competition and 
contention between the two in economic development. 
Marxism-Leninism has consistently maintained that only 
by creating higher labor productivity can socialism tri- 
umph over capitalism. Because of various reasons, eco- 
nomic development was slow and even stagnated in some 
socialist countries in the 1980's. This constituted one of 
the fundamenta) reasons for the drastic evolution of these 
countries. uring the decade-long “Cultural Revolution” 
in our country, quite a number of people lost faith in 
socialism. ©ne of the important reasons was that the 
national economy declined to the brink of total collapse. In 
recent years, world socialism has been at a low ebb, while 
socialism in China has enjoyed prosperous development. 
In the final analysis, the reason for this is that reform and 
opening up to the outside world have enabled China's 
economy to grow at an average of 9 percent a year. In the 
days to come, whether China's socialist red flags will 
continue to fly and whether we can hold on to the socialist 
position depends on the sustained and better development 
of our national economy. 


Therefore, as was pointed out by the report to the 14th 
CPC National Congress, if we are backward economically, 
we will occupy a passive position and be manipulated by 
others. If we are slow in developing our economy, it will be 
very difficult to consolidate the socialist system and the 
long-term stability of the country. This is not only an 
important economic question but also an important polit- 
ical question. 


Now let us talk about whether we can accelerate our 
economic development. To answer this question, we must 
take into account two aspects—the international environ 
ment and the domestic condition. 


The contemporary world is in an historical period of 
drastic change. The international environment we are 
faced with now presents both challenges and opportunities, 
both difficulties and hopes. As a whole, there are more 
opportunities than challenges, and there are more hopes 
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than difficulties. With the end of the bipolar pattern, the 
world is now moving toward multipolarization. Although 
the formation of a new world pattern will involve a long- 
term process of complicated changes, one superpower has 
already disintegrated, and another superpower is on the 
decline. As a result, the major factors which can lead to a 
new world war are weakening, and the possibility of 
deferring and even averting a new world war is increasing. 
On the whole, this will benefit our effort to strive for a 
relatively long period of an international peaceful environ- 
ment in which we can concentrate on developing our 
economy. Of course, we should be soberly aware that the 
two major questions—world peace and development— 
have not yet been resolved. Hegemonism and power poli- 
tics still remain, and the world is by no means tranquil. 
Regarding this situation, we must not lower our guard. At 
present, contradictions among nationalities, and territorial 
and religious disputes in some countries and regions have 
evolved into prominent issues leading to bloody conflicts 
and local wars. In particular, Europe— which has 
remained relatively « xble for a long time since World War 
Il—with shaky situations and worsening contradictions, 
has become the source of turmoil. On the other hand, the 
Asian region, where China is located, is relatively stable 
politically and experiencing sustained economic develop- 
ment. Our good-neighborly relations with surrounding 
countries are better than anytime since the republic's 
founding. From the standpoint of international eco- 
nomics, a new technological revolution is under way in the 
world; the international industrial structure is undergoing 
another readjustment and reorganization; the Asian- 
Pacific Region is maintaining dynamic economic growth; 
huge amounts of surplus capital and advanced technology 
are looking for new investment markets—all this has 
afforded us new opportunities to expand opening up to the 
outside world and to accelerate economic development. 
Over the years, the eastern coastal regions, which have 
taken advantage of these “spreading waves” resulting from 
readjustment of the international industrial structure to 
constantly widen their opening to the outside world and 
speed up their economic development, are strong proof of 
this. 


The domestic environment today 1s very conducive to 
accelerated economic growth. First, thanks to 14 years of 
reform and opening up, China has made great progress in 
economic construction, the people's livelihood, and its 
overall national strength. Our material and technological 
base has been greatly enhanced and the potential for 
accelerated economic growth is enormous. Second, in 
addition to this base, the three years spent on improving 
the economic environment and straightening out the eco- 
nomic order enabled us to strike a basic balance between 
total supply and total demand, and to create a relatively 
pliable macro-economic environment. In the course of 
deepening reform and opening up wider to the outside 
world, the scope of regulation by the market has been 
expanding daily and playing an increasingly important 
role, injecting ever-increasing energy into the economy. 
Third, our party's principles and policy tally with the 
fundamental interests of the broadest ranks possible of the 
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people. China 1s politically and socially stable, and our 
policy is correct and supported by the people—this has 
provided a solid political and social guarantee for us to 
concentrate on accelerating economic development. 
Fourth, the party's basic line has struck roots in the hearts 
of the people, and the policy of reform and opening up has 
become an irreversible historical trend. China's reform, 
opening up, and modernization drive has entered a new 
phase of accelerated development, with Comrade Deng 
Xiaoping’s southern-tour talks as the hallmark. All this 
shows us that as long as we further emancipate the mind, 
renew our mindset, seek truth from facts, stress practical 
results, and do solid work in all our endeavors, our 
national economy will enter a new phase in a faster and 
better way 


Judging from the international situation, the 1990s will be 
an excellent opportunity for accelerated growth. As Com- 
rade Deng Xiaoping pointed out: “At present, our country 
has the necessary domestic conditions and is facing a 
favorable internat:onal environment. Added to this 1s the 
advantage of the socialist system, which enables us to 
concentrate our strength on key projects; it 1s necessary 
and also possible for us to bring about a number of 
high-speed and high-efficiency growth stages in the future 
process of modernization. We should have these lofty 
aspirations’ To achieve our ambitious goals, we must 
particularly emphasize this: The world situation 1s under- 
going volatile and rapid changes, and there are frequently 
many unpredictable and unforeseen factors at play. This 
requires us to seize the opportunity—as the saying goes: 
Don't let an opportunity slip; it may never come again. 
Redouble our efforts and never let this opportunity slip. 
We must never repeat the same historical mistakes. 


How then can we promote China's economic development 
in a quicker and better way? In view of historical experi- 
ences and the current situation, we cannot but unequivo- 
cally point out: We are faced with two choices, two 
different roads—an old one and a new one. 


The new road for developing the economy faster and more 
efficiently based on the guidelines of the 14th CPC con- 
gress report should have the following mayor features: |) 
While continuously deepening reform, we should persis- 
tently separate government from enterprise management, 
and actively change enterprise management mechanisms 
and government functions—especially the mechanisms of 
large and medium-sized state enterprises—thereby invigo- 
rating the national economy with a faster growth rate and 
improved efficiency through reform. 2) We should open 
the country wider to the outside world by setting up and 
developing a multi-level, diverse-channe!l and all- 
directional opening structure from the coastal, valley, and 
frontier regions to hinterland provinces and cities, in order 
to more effectively absorb foreign capital, resources, tech- 
nology. and managerial expertise, and to draw on the fruits 
of advanced human civilizations, including those of the 
developed capitalist countries, for promoting China's 
modernization drive. 3) We should strive to readjust and 
optimize the economic structure by implementing a sound 
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industrial policy, rationally distributing resources nation- 
wide, continuing to attach great importance to agriculture, 
basic industries, and the construction of infrastructure, 
stepping up the improvement of communications and 
transportation, energetically promoting tertiary industnes, 
and developing regional economies according to the prin- 
ciple of making the best possible use of favorable condi- 
tions and avoiding the unfavorable. thereby gradually 
rationalizing the national economic pattern and raising the 
national economy as a whole through constantly 
improving the economic structure. 4) We should accelerate 
scientific and technological progress. vigorously improve 
education, fully harness the enthusiasm, creativity, and 
talent of intellectuals at large. and rely on scientific and 
technological advances and improved quality of the work 
force for economic development because this 1s the funda- 
mental way to accelerate Chinese economic development 
and take part in international competition. 5) We should 
Strive to change extensive management to intensive man- 
agement, seeing to it that improved economic efficiency 1s 
the top priority of the entire economic work. At present, 
our national economy, to a large extent, 1s still managed 
clumsily. Serious waste of resources. high cost of finished 
products, low production efficiency, and high energy con- 
sumption per unit Output value, which 1s several or more 
times of that in developed countres, have adversely 
impeded and restricted the acceleration of Chinese eco- 
nomic development. Should we cut energy and other 
material consumption for various productive projects by 
half, we may considerably reduce the restrictions on “bot- 
tleneck™ industries, and quicken the pace and improve the 
efficiency of development without increasing extensive 
spending. As long as we work persistently and in a down- 
to-earth manner according to these features under the 
guidance of the 14th CPC Congress report, we will be able 
to blaze a new road for developing an export-oriented 
economy with speed. efficiency. and quality to keep up 
with domestic and international market demands and 


changes. 


What is the old road that we should try hard to avoid” The 
14th CPC congress report pointed out: We should proceed 
from actual conditions, do things within the limits of our 
capabilities, and maintain an overall balance. In our 
efforts to speed up economic growth. we should avoid the 
mistakes of the past. We should not rush headlong into 
action, neglecting economic results, vying with each other 
in pursuit of a higher growth rate, and secking only 
increased output value, new construction projects, and 
expanded capital construction. These circumstances 
pointed out in the report reflect the old road characterized 
by high input, low output, and poor efficiency—the eco- 
nomic system which we practiced and were accustomed to 
over a long period of time before the implementation of 
reform. It should be pointed out that in some areas. 
habitual influences of the old road have resurfaced. and 
some of them are rather serious. Although the forms of 
their manifestation are different from the past. they con- 
tradict Comrade Deng Xiaoping’s important talks and the 
guidelines of the 14th CPC congress report. We shouid 
maintain high vigilance against such habitual influences. 
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To eradicate them, we should avoid the beaten track. 
Education and persuasion alone will not do. We should 
rely on policy guidance and, still more, on the deepening of 
reform to accelerate the establishment of rational interest 
mechanisms, constraint mechanisms, and operating mech- 
anisms in the economic realm. 


What sort of a mode China decided to set for its economic 
reform is a major issue having a close bearing on the 
nation’s socialist modernization as a whole and its long- 
range development. The 14th CPC congress report clearly 
states that China's economic reform aims at establishing a 
socialist market economic system in order to facilitate 
further liberation and development of productive forces. 
This is another significant mental emancipation we have 
achieved in understanding the relationship between plan- 
ning and market regulation, and this is also a major 
breakthrough in the theory of socialist economy. While 
this decision is inevitable as result of our deeper under- 
standing and the work we have accomplished in the last 14 
years, it 1s also an objective need for China to promote its 
economic development and achieve socialist moderniza- 
tion. 


For quite a long time in the past, we gravely ignored the 
law of value and the role played by market mechanisms, 
and we even maintained that a market economy was 
something characteristically capitalist and that a planned 
economy was the basic characteristic of the socialist 
economy. That was because of our dogmatic and simplistic 
understanding of Marxism, the influence of traditional 
concepts, and the fact that we mechanically copied the 
highly centralized planned economic system of other 
socialist countries. Thus, we always used mandatory plans 
and administrative controls to substitute and limit the 
regulatory role played by market mechanisms. As a result, 
the development of productive forces in society was seri- 
ously restricted. Following the development and deep- 
ening of reforms after the Third Plenary Session of the 
11th CPC Central Committee, we have gradually shaken 
off the incorrect traditional concepts and our knowledge 
has increased along with the development of our work. 
This change has played a significant role in promoting 
economic reform and development as well as reform and 
development in various other sectors. 


Now let us briefly examine the past. 


The communique issued by the Third Plenary Session of 
the |ith CPC Central Committee in December 1978 
points out: In order to achieve socialist modernization, we 
must substantially increase social productive forces, and 
reform those segments and links in the superstructure 
which are incompatible with the development of produc- 
tive forces. We must firmly do our work in accordance 
with economic laws and attach great importance to the role 
played by the law of value. 


The report of the 12th National CPC Congress in Sep- 
tember 1982 points out that correctly implementing the 
principle of relying mainly on planned economy with 
market regulation as subsidiary is a basic issue in the 
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restructuring of the economic system. The report also 
points out that it 1s necessary to carry out mandatory plans 
and guidance plans according to different situations, and 
properly differentiate the respective scopes and limits of 
mandatory plans, guidance plans, and market regulation. 


The “CPC Central Committee Decision on Restructuring 
the Economic System™ adopted at the Third Plenary 
Session of the izth CPC Central Committee in October 
1984 points out that China's socialist economy is a 
planned commodity economy based on public ownership, 
and both mandatory plans and guidance plans are concrete 
forms of the planned economy. 


In October 1987, it was further pointed out in the report to 
the 13th CPC National Congress: The socialist planned 
commodity economy structure should be a structure with 
inner unity between planning and market. The develop- 
ment of a socialist commodity economy cannot be sepa- 
rated from the establishment and perfection of the market, 
and taking advantage of market regulation is not equal to 
practicing capitalism. Both the effect of planning and the 
effect of market forces cover the whole society. 


In his speech at the meeting celebrating the 70th anniver- 
sary of the CPC's founding in July 1991, Comrade Jiang 
Zemin explained the formulation on “establishment of an 
economic structure and operational mechanism which fits 
the development of a planned commodity economy, and 
combines planned economy and market regulation.” He 
emphatically pointed out: As a means to regulate the 
economy, planning and market forces are objective needs 
of the development of the commodity economy based on 
large-scale socialized production. Although we may use 
both of them to a certain degree, they are not symbols of 
the difference between a socialist economy and a capitalist 
economy. 


Since the Third Plenary Session of the 11th CPC Central 
Committee, Comrade Deng Xiaoping has repeatedly dis- 
cussed the question of a planned economy and market 
economy. During his inspection of southern China early 
this year, he gave some important talks and pointed out 
even more unequivocally: The planned economy is not 
equal to socialism, as capitalism also involves planning. 
On the other hand, the market economy is not equal to 
socialism either, as socialism has a market too. Both 
planning and market are economic means. The essential 
difference between socialism and capitalism is not in the 
amount of planning or market forces. 


We should fully realize that the above views have pro- 
gressed gradually with the development of reform, the later 
views represent the revision, supplement, and develop- 
ment of earlier views after summing up practical experi- 
ence, and they do not negate earlier views. We used to 
regard the planned economy and market economy as 
something related to the basic social systems. Comrade 
Deng Xiaoping’s important talks made during his southern 
China inspection tour early this year have freed us from 
such ideological shackles. His talks have enhanced our 
understanding of the relationship between planning and 
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market forces, and laid ar iteo' gical basis for us to 
establish and develop a socialist market economy. 


Let us take a look at the resu!ts of reform over the last 14 
years. China's economy was on the veree of total collapse 
dur:ng the “Great Cultural Pevclution.” but it has 
emerged from the difficulties and enjoyed a relatively 
coordinated and stable development in the last decade or 
so. Today, our industrial and agncultural production 1s 
growing steadily, commodity supplies are becoming more 
and more abundant, and the people's income increases 
constantly. The socialist system has withstood the test of 
political storms, remained state. and been constantly 
further consolidated. These achicvements are of course 
due to many reasons. However, : : important and funda- 
mental reason is that since the Third Plenary Session of the 
lith CPC Centra! Committee, we have reformed the 
highly centralized and mgid plarced economy, boldly 
introduced the market forces into our country, invigorated 
the economy, promoted the devciopment of productive 
forces, improved the people's living standards, and 
enhanced overall national strength and the cohesion capa- 
bility of socialism. Facts show that where market forces 
have been given full play, there the economy is more 
vigorous, economic growth is faster, the people enjoy 
greate; improvement in living standards, the trend of 
development is better, and economic efficiency is higher. 
Guangdong, Jiangsu, Zhejiang, Shandong, and Shanghai 
are an example in this regard. We may say that these 
localities are gradually pushing their economy toward a 
benign cycle. 


Why did we achieve great success in our country’s rural 
reform? The rural economy would not be so prosperous if 
the peasants did not have decisionmaking power under the 
household contract responsibility system with remunera- 
tion linked to output; if they did not become the main 
body in the rural market and, to a certain extent, enter the 
urban market; and if prices and circulation of agricultural 
and sideline products were not gradually liberalized. 


Why did village and town enterprises become a new force 
which suddenly came to the fore? If we did not organize 
and regulate production according to market demands, 
and if we did not carry out reform and give full play to the 
functions of the market, including raw materials, finished 
products, funds, labor services, technology, and informa- 
tion, the village and town enterprises would not be as 
prosperous as they are today. 


Why did special economic zones develop at such a fright- 
ening speed? Without a special state policy, and if we did 
not let the market mechanism develop its important regu- 
latory role and go all out to develop the market economy, 
the special economic zones would not be as full of vitality 
as they are today. 


Al present, in order to improve the structure of our 
national economy, raise economic results, speed up eco- 
nomic development, and take part in international com- 
petition in a broader scope, we must further strengthen the 
role of the market mechanism. Historical experiences have 
shown us that if socialism rejects the development of the 
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market economy, it will lez behind, suffer, and even fall 
from power. This is an objective law which cannot be 
changed by the people's subjective desire. 


We must fully and correctly understand the profound 
significance and im portant role of establishing a system of 
a socialist market economy which was clearly put forward 
by the 14th CPC National Congress. We should also 
understand the difference and relations between the com- 
modity econom: and markei economy. The commodity 
economy means , roduct’on for the purpose of exchange. 
The production and exchange of commodities constitute 
the commodity economy. ': has gone through a long period 
of historical development, it is derived from, but is dif- 
ferent from the natural economy; and it is a product of the 
development of the di. ison of labor in society. During a 
fairly long historical periu.! prior to the development of 
capitalism, exchange was undertaken to satisfy certain 
direct needs, and the commodity economy was developed 
to supplement the natural economy. Following the estab- 
lishment of the capitalist system during industrialization, 
the deepening division of labor in society made large-scale 
specialized production the main way to raise labor produc- 
tivity. Market exchange became a general method in 
people's economic relations, and all producers and con- 
sumers are involved in the process of exchange. Accord- 
ingly, the market has developed intensely. When the com- 
modity economy develops to a certain phase, it will need a 
unified domestic market and also requires the develop- 
ment of an internationa! market. In this way, the market 
forces serve as the means of regulating the allocation of 
resources, thus forming the market economy. It can be said 
that the commodity economy means a type of economic 
pattern, while the market economy means a type of oper- 
ational mecharism. 


It can also be said that all market economies include the 
commodity economy and that only a fully developed 
commodity economy can lead to a market economy. 
Under the conditions of a market economy, there is a 
developed market system, including an integrated com- 
modity market, a developed capital market, a technolog- 
ical market, a knowledge and information market, and a 
labor service market. The integrated national commodity 
market has extensive and close links with the international 
market. The market plays a basic role in regulating the 
allocation of resources. Some people set the commodity 
economy against the market economy and hold that we can 
only engage in the commodity economy and should not 
engage in the market economy. They even think that the 
commodity economy is within the scope of socialism while 
the market economy belongs to the capitalist system. 
Those views are incorrect. Under all kinds of social sys- 
tems, as long as commodity production and exchange have 
become common practice, the allocation of resources will 
certainly be regulated through the market mechanism. 
This means the market economy. Based on this under- 
standing and as intensive development of the commodity 
economy is a necessary phase in the development of the 
socialist economy, we must therefore vigorously develop 
the market economy. Basically speaking, the core issue of 
the reform of the economic structure being carried out by 
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us at present is precisely to change the traditional over- 
concentrated planned economic system and operational 
mechanism, and give full play to the positive role of the 
market mechanism. Therefore, the goal of establishing a 
system of socialist market economy in our reform has 
become more clear, scientific, practical, and to the point. 


In a general sense, the market economic system enables 
enterprises to become producers of commodities and oper- 
ators responsible for their own decisions about their oper- 
ation and expansion, and for their own profits and losses; 
lets the signal of prices guide and limit the allocation of 
resources; and, through market competition, lets efficiency 
and economic results determine the performances of enter- 
prises. This kind of economic structure lets market forces 
serve as the basic means of regulating the allocation of 
resources, subjects economic activity to the law of value, 
and makes it responsive to the changing relations between 
supply and demand. We should make use of pricing and 
competition to distribute resources to those enterprises 
that yield good economic returns. In this way, we shall 
provide an incentive for enterprises to improve their 
performance, so that the efficient ones will prosper and the 
inefficient ones will be eliminated. As the market is 
sensitive to changes in demand, we should use it to make 
timely readjustment in production as necessary. Neverthe- 
less, we must also be aware that the market is not omnip- 
otent, and has its own weakness and negative aspects. In 
particular, the market system of our country is still not 
sound and the market mechanism has still not been fully 
developed at present. Therefore, we must not overlook the 
importance of macro-control of the economy by the state. 
We should work hard to establish an integrated national 
market, and we should also give more rein to market 
forces. Meanwhile, we should guide the healthy develop- 
ment of the market by economic policies and levers, 
regulations, planning, and necessary administrative means 
in accordance with the law of value and changes in the 
market. 


The socialist market economy we want to establish is one 
which is under the basic socialist system. It has something 
in common with capitalist market economy, and yet strict 
distinctions also exist between the two. The basic forms 
and means of the market forces in a commodity economy 
are roughly the same either under socialist conditions or 
under capitalist conditions. For instance, the transfer of 
commodity ownership must adhere to the principle of 
exchange at equal value under both conditions. At the 
same time, we should also see the distinctions between the 
two. In the socialist market economy, public ownership is 
the main form of ownership, while individual, private, 
foreign capital, and other sectors are the supplementary 
forms of ownership; and so, the various economic sectors 
coexist for long-term common development. Both state- 
owned enterprises and non-state-owned enterprises will 
enter tiie market, and the state-owned enterprises will play 
the leading role amid fair competition. In the distribution 
system, distribution according to work will be the main 
form, while other practices will be the supplementary 
forms; and so, both efficiency and fairness are taken into 
account. All regulatory means, including market forces, 
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will be adopted. This is the way to encourage the advanced, 
promote efficiency, and rationally widen the income dif- 
ference, while it will also reduce unfair distribution in 
society, prevent polarization, and gradually bring about 
common prosperity. Our socialist country, in exercising 
macroecoromic control, considers both the people's 
immediate and long-term interests, and both the partial 
interests and the interests of the whole, and it can give 
better play to the strength of both planning and market 
forces. State planning is one of the important means of 
macroeconomic control, but 11 is not equal to a mandatory 
plan. We should renew our planning concept, improve 
planning methods, and work out good plans for economic 
cGevelopment forecasts, overall control, the major struc- 
ture, and distribution of productive forces. We should set 
rational strategic targets for national economic and social 
development, concentrate the necessary financial and 
material resources on key construction projects, and bring 
about a better and faster economic development. We 
should attach great importance to building spiritual civili- 
zation and pay attention to vocational ethics during com- 
modity exchange and market competition. It is impermis- 
sible, and will not work in China, to attempt to 
fundamentally change the public ownership of the means 
of production and the system of distribution according to 
work, and to negate China's basic, socialist economic 
system under the pretext of developing a socialist market 
economy. 


Establishing a new socialist market economy is a difficult, 
complex, and large-scale social systems engineering 
project. It requires all comrades in the party and people 
across the country to make concerted efforts to do metic- 
ulous, protracted, and arduous work. We must keep to the 
correct orientation, but at the same time we should pro- 
ceed in the light of actual conditions. While we should 
forge ahead actively, we should also act prudently. During 
the process of establishing the socialist market economy, 
the extent to which planning is combined with market 
regulation and the form the combination takes may vary at 
different times, in different places, and in different sectors 
of the economy. We should not demand uniformity. We 
should be bold in exploring new ways, dare to experiment, 
constantly review our experience, popularize what is good 
as soon as possible, and improve promptly what is inade- 
quate, to expedite the replacement of the old structure with 
the new. We have sufficient reason to believe that a market 
economy established under the socialist system can and 
should operate better than one under the capitalist system. 


IV. 


While we are deepening economic restructuring, devel- 
oping the economy, and promoting socialist material civ- 
ilization, should we also reform the political structure and 
other structures, and step up the building of the socialist 
spiritual civilization? This is a question about which all 
comrades in the party and people of all walks of life are 
concerned. The report to the 14th CPC National Congress 
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has clearly answered and thoroughly explained this ques- 
tion. In shori, we must concentrate on the central task— 
economic construction—to promote the all-around 
progress of socialist society. 


Fundamentally speaking, it is the basic contradictions of 
socialist society that make it necessary for China to reform 
its political structure. Reform and opening up have 
brought about great changes in China's productive forces 
and economic base. The political structure, as a part of the 
superstructure, must of course readjust its form and orga- 
nization to meet the needs of the development of produ: - 
tive forces and the reform of the economic structure. Such 
readjustment and perfection meet the objective demands 
of the basic coniradictions of socialist society, and they are 
unavoidable and indispensable. China's current political 
structure was born during the revolutionary war penod, 
and began to take shape during the socialist transforma- 
tion period. Having been subject to the intense influence of 
the war-time economic structure and product economy, it 
does not suit the current reform of the economic structure 
and development of the socialist market economy in many 
respects. The more economic reform is deepened and 
widened, the greater and more noticeable the incompati- 
bility between the political structure and the economic 
structure. So, as we have done a great deal of work and 
made certain progress in last 10 years or so, we should 
correctly accelerate the reform of the political structure. 
This is a practical matter which meets the objective 
demands of the development of the socialist market 
economy. 


The objective of the reform of our political structure 1s to 
establish a socialist democracy with Chinese characteris- 
tics tO maintain the vitality and vigor of the socialist 
political system, and arouse and give play to the enthu- 
siasm, initiative, and creativity of the people in building 
socialism. The report to the 14th CPC National Congress 
has emphatically pointed out that in pushing forward 
reform of the political structure, we musi bear in mind that 
promotion of democracy must be closely combined with 
improvement of the legal system, but we must not practice 
a Western, multiparty, parliamentary system. This is a 
clear and definite answer to those who intentionally mis- 
interpret the issue, and to those who are confused about it. 


The reform of our political structure has a wide range of 
contents. According to the guidelines of the report to the 
14th CPC National Congress, we should mainly solve the 
following three questions: First, we should further improve 
the system of peopie’s congresses, and improve the system 
of multiparty cooperation and political consultation under 
the leadership of the Communist Party. They are China's 
two basic political systems, as well as a salient feature and 
superiority of our political structure. After reforming and 
improving these two systems, we will be able to deal with 
the most essential part and gradually build a socialist 
democracy with Chinese characteristics. Second, we 
should step up the development of socialist democracy and 
the socialist legal system, and resolutely adhere to the 
principle of democratic centralism. People’s democracy 1s 
the essence of socialism. Without democracy and the legal 
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system, there will be no socialism nor socialist moderniza- 
tion. Democratic centralism is a basic system of our party 
and state organs. We should constantly expand socialist 
democracy and improve the socialist legal system to con- 
solidate and promote a social and political environment of 
unity and stability. Third, we should speed up the reform 
of the administrative system and the organizational struc- 
ture of the party and the government. This is an urgent task 
in carrying out the reform of the political structure at 
present, and 1s also an important condition for deepening 
the reform of the economic structure, establishing the 
system of a socialist market economy, and accelerating 
socialist modernization. Since the founding of New China, 
especially since the Third Plenary Session of the | 1th CPC 
Central Committee, we have made efforts to adjust the 
administrative system and the organizational structure. 
and have achieved some results. However, by and large. 
those results are not satisfactory. The main reason is that 
we have not truly separated the administration of the 
government from the management of enterprises, and 
have not changed the functions of government organiza- 
tions. Various government departments still assume the 
heavy task of directly managing economic affairs and 
administering enterprises. Accordingly, the problems of 
overstaffing. overlapping. and inefficiency of various orga- 
nizations have not been solved for a long time. If we do not 
separate the administration of the government from the 
management of enterprises, change the functions of gov- 
ernment organizations, and do not resolutely give up those 
things which should not and cannot be satisfactorily man- 
aged by government organizations, it will be difficult to 
establish and develop the new system of a socialist market 
economy, and to achieve the goal of reducing organiza- 
tions and simplifying administration, and of increasing 
work efficiency. Even the good results achieved so far 
cannot be maintained and consolidated. The report to the 
14th CPC National Congress, while emphasizing the 
reform of the political structure. has also put forward 
appropriate requirements and tasks for structural reform 
in the fields of science and technology. education, culture, 
and social security. 


Attaching equal importance to both ma ~rial progress and 
cultural ideological progress is a strategn policy put for- 
ward by our party long ago, since the Third Plenary 
Session of the 1 ith CPC Central Commitice. During the 
past more than 10 years, our country’s economy has 
developed rapidly. the people's living standard has been 
significantly improved, the nation’s comprehensive power 
has been strengthened, and great achievements have been 
made in building material civilization. The great achieve- 
ments in the building of material civilization have pro- 
vided material conditions for the building of spiritual 
civilization, and also put forward new and higher demands 
for cultural and ideological progress. Socialist spiritual 
civilization under the guidance of Marxism 1s the essence 
and feature of a socialist society. The development of 
spiritual civilization 1s also an important component part 
of the theory and practice of building socialism «with 
Chinese characteristics. In the penod of socialism, mate- 
rial civilization provides material conditions 2.4 practical 
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experience for the development of spiritual civilization, 
while spiritual civilization provides mental motive forces 
and ideological guarantees for the development of material 
civilization. The practice of socialist revolution and con- 
struction in past decades has shown us that the develop- 
ment of the social productive forces is the fundamental 
task of socialism. We must not divorce this from the 
central task of economic construction. We cannot overlook 
the centrai task of economic construction and indulge in 
empty talk about building spiritual civilization. We must 
also not think that the development of production and 
raising of living standards can naturally lead to the 
building of spiritual civilization. Socialist material civili- 
zation and spiritual civilization are supplementary and 
promote each other. Therefore, in the entire ourse of 
building social:sm with Chinese characteristics, we must 
attach equal importance to fostering both material 
progress. and cultural and ideological progress. We must 
not only pay attention to one thing, and must attach equal 
importance to both things. We must not take a one-sided 
approach to consider economic development and the 
building of maternal civilization as tangible tasks and 
achievements, while considering the building of spiritual 
civilization as an intangible task and achievement. Such a 
view will not be conducive to long-term economic devel- 
opment. We must attach importance to the building of 
spiritual civilization, including the development of educa- 
tion, science, and culture as well as the raising of ideolog- 
ical consciousness and moral standards. Our fundamental 
mission is to create a favorable general environment for 
carrying out reform, opening up, and promoting socialist 
modernization, and to cultivate a generation of new people 
“who have high ideals, moral integrity, a better education, 
and a strong sense of discipline” needed for promoting 
socialist modernization. Without this favorable general 
environment and the kind of people who can meet the 
need of economic construction and other undertakings, we 
will not be able to promote the building of material 
civilization and cannot maintain the tempo even though 
we have made some progress. 


V. 

Our party, guided by Marxism-Leninism-Mao Zedong 
Thought, is the vanguard of the working class, the ruling 
party of a socialist country, and the core of leadership 
guiding socialist reform, opening to the outside world, and 
the modernization drive. Whether the party's basic line 
will be adhered to permanently, whether it will be followed 
unswervingly for 100 years, and whether the country will 
enjoy long-term stability, and flourish and prosper depend 
on our party. The report to the 14th CPC National 
Congress for the first time explicitly stated that it was 
necessary to arm the whole party with Comrade Deng 
iaoping’s theory of building socialism with Chinese char- 
acteristics. This is the key question of strengthening and 
improving party leadership in the new period, and is a 
fundamental task in party building. 


According to the requirements of the report to the 14th 
CPC National Congress, ali party comrades must consci- 
entiously study the theory of building socialism with 
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Chinese characteristics, and consciously and resolutely 
implement the party's basic line. Why did the report set 
this requirement? This is because one of the hallmarks 
distinguishing our Communist Party from other political 
parties is that our party was founded on the Marxist theory 
of scientifically analyzing the law governing the develop- 
ment of human society, and on all party members’ con- 
stant quest for strong faith in the cause of socialism and 
communism. If guidance by Marxist theories 1s lost and if 
our faith is lost, we will lose our bearing, and the party will 
lose its coherence, fighting capacity, and the basis for its 
existence. Of course, Marxist theories are not dogma, and 
still less a religious belief, it is a science which absorbs 
ideological nutnents from the outstanding cultural legacies 
of mankind, grows on practice, and develops in the course 
of practice. The reason why Marxism became a scientific 
theory and communists’ guide to action is that it can 
constantly improve, enrich, and develop itself in the 
course of practice. Since its birth more than 100 years ago, 
Marxism has undergone a few major developments. Each 
breakthrough in practice has brought about a major devel- 
opment in the theory of Marxism. Whether a communist is 
able to apply Marxism in light of reality and whether he is 
able to apply it without it being dogma should serve as a 
test for every communist. The theory of building socialism 
with Chinese characteristics, put forward by the second- 
generation central leading collective with Comrade Deng 
Xiaoping as the core after summing up the practical 
experience of the whole party and the people of all nation- 
alities throughout the country, generalizing it, and refining 
it, constitutes the latest achievement of the integration of 
the basic theories of Marxism with the realities in China; 
contemporary China's Marxism; and a powerful ideolog- 
ical weapon for the Chinese communists to fulfill their new 
historical tasks. In our study of Marxism at present, we 
should concentrate on studying the theory of building 
socialism with Chinese characteristics. Only by under- 
standing this theory well, an¢ enriching and developing it 
in the course of practice can we constantly advance our 
socialist cause along the correct path. 


The report to the 14th CPC National Congress also 
stressed that it is necessary to arm the whole party with the 
theory of building socialism with Chinese characteristics: 
that leading cadres. especially high-ranking leading cadres, 
should take the lead in studying and applying this theory 
well; and that they should not only conscientiously study 
Comrade Deng Xiaoping’s strategic thinking and theoret- 
ical viewpoints but also learn from his scientific approach 
and creative spirit in applying the Marxist stand, view- 
point, and methods to study new situations and solve new 
problems. During the period of the revolutionary war, 
Comrade Mao Zedong once said that from the viewpoint 
of leaders who assume major leadership responsibilities, if 
our party has 100 or even 200 comrades who have mas- 
tered Marxism-Leninism systematically and not partially, 
and really and not superficially, its fighting capacity will 
certainly rise considerably. This is true and we should raise 
this question even today. If party leading cadres, especially 
high-ranking leading cadres, have learned how to apply the 
theory of building socialism with Chinese characteristics, 
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the party will be able to upgrade its Marxist level and will 
gain greater initiative in guiding reform, opening to the 
outside world, and economic development. Their taking 
the lead in studying and applying this theory will 
encourage party members to adhere to the path of building 
socialism with Chinese characteristics, to strengthen their 
faith in socialism and communism, and to constantly 
heighten their political consciousness and ability to solve 
practical problems. This spiritual strength will transform 
into a huge material force for accelerating reform, opening 
to the outside world, and economic development. 


The theory of building socialism with Chinese character- 
istics is rich in content, and its essence is emancipating the 
minds and seeking truth from facts. This theory is a magic 
wand which ensures that our party will always remain 
vigorous in ideological and work matters. Emancipating 
the mind and seeking truth from facts are a unity of the 
two sides of a thing. Under the guidance of Marxism, we 
should constantly emancipate our minds, free ourselves 
from the shackles of outdated traditional concepts and 
subjective prejudices, and change our habit of sticking to 
old ways. This will ensure that our ideological under- 
standing conforms to objective reality and that we will 
truly seek truth from facts. If we do everything by pro- 
ceeding from reality, apply the viewpoint of development 
in dealing with things, and use a scientific and objective 
approach to study the new features and laws demonstrated 
by things in the course of development and change, this in 
itself is an emancipation of the mind. At present, in 
emancipating our minds, we should give priority to elim- 
inating dogmatic understanding of some Marxist theories 
and books; eliminating some unscientific understanding, 
or even completely distorted understanding, of socialism; 
and eliminating some wrong ideas that have surged beyond 
the primary stage of socialism. By emancipating our 
minds, we by no means advocate doing things divorced 
from reality. Instead, we must apply the dialectical mate- 
rialistic world outlook and methodology in analyzing the 
objective reality to make our thinking conform to the 
developing and changing new situation. Only by grasping 
the essence of the theory of building socialism with Chi- 
nese characteristics—emancipating the mind and seeking 
truth from facts—can leading organs and leading cadres at 
all levels integrate the party’s basic line and policies with 
reality in their respective areas and departments; dare to 
make explorations; conduct bold experiments; and do their 
work creatively in the practice of reform and opening to 
the outside world. At present, in speaking of economic 
development, emancipation of the mind means that we 
must make a special effort to implement the policy of 
developing a socialist market economy. We should not 
only implement this policy verbally but also implement it 
resolutely and earnestly in our work. 


Our party has gained rich experience in leading the dem- 
ocratic revolution, and has also gained both positive and 
negative experiences in leading the socialist revolution and 
socialist construction. In particular, over the past decade 
and more since the start of reform and opening to the 
outside world, our party has improved its leadership 
quality successfully to meet the needs of the new situation 
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created by the development of a socialist commodity 
economy. However, we must be soberly aware that as 
science and technology are developing by leaps and 
bounds, and as the socialist market economy ts developing, 
there are still a lot of things which we don’t know, we are 
not familiar with, and have not mastered. For this reason, 
the 14th CPC National Congress called on all party com- 
rades to study politics as well as economics, modern 
science, and culture, advanced methods of operation or 
techniques of management, and work hard at their jobs in 
order to raise their professional skills. 


In order to further build up our party in the new historical 
era, the 14th CPC Congress report also put forward 
demands and tasks for strengthening and improving party 
building in four aspects, namely, building strong leading 
bodies and training successors to the socialist cause; 
forging closer ties between the party and the masses, and 
eliminating corruption; strengthening primary party orga- 
nizations and encouraging party members to play an 
exemplary vanguard role; and upholding and improving 
the system of democratic centralism, and safeguarding 
party unity and solidarity. Based on my personal study and 
reflection, these demands and tasks are closely integrated 
with the fundamental issue concerning arming the whole 
party with the theory of building socialism with Chinese 
characteristics and persisting in the party's basic line. For 
example, in building strong leading bodies, and training 
and promoting successors, we must evaluate the political 
integrity and ability of leading cadres and successors 
primarily on the basis of whether they endorse the theory 
of socialism with Chinese characteristics, and how they 
implement the party’s basic line, while ensuring that the 
ranks of cadres are younger, better educated, more revo- 
lutionary, and professionally competent. Furthermore, as 
building socialism with Chinese characteristics is a pio- 
neering undertaking of millions upon millions of people, 
without trying our utmost to forge closer ties between the 
party and the masses, it would be simply impossible for us 
to succeed. Therefore, it is imperative to resolutely elimi- 
nate bureaucratism, formalism, and other unhealthy prac- 
tices in leadership work style, and power abuse and viola- 
tion of law and discipline by a handful of party member- 
cadres. Only when we successfully promote the 
construction of both material and spiritual civilization can 
we realize socialism with Chinese characteristics. Corrup- 
tion is basically incompatible with these demands. There- 
fore, regardless of the position, we must severely punish, 
according to the law, any corrupt element undermining the 
party and the people. Moreover, in strengthening primary 
party organizations, we must see to it that they persist in 
the party’s basic theory and basic line, and become the 
fighting bastions uniting and leading the masses in car- 
rying out reform and construction. In encouraging party 
members to play an exemplary vanguard role, it 1s imper- 
ative that they resolutely implement the party's basic line, 
dedicate themselves to reform, opening up and the mod- 
ernization drive, sincerely seek interests for the people, 
and become advanced elements making concrete contribu- 
tions to economic and social development. What then ts 
the premise and foundation for upholding and improving 
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the system of democratic centralism, and safeguarding 
party unity and solidarity? Without the theory of socialism 
with Chinese characteristics and without the party's basic 
line guided by this theory, we will be devoid of the premise 
and foundation, and of the basic criterion for judging 
rights and wrongs; thus, it will be difficult for us to uphold 
and improve democratic centralism, and safeguard party 
unity and solidarity. In a nutshell, by holding high the 
banner of the theory of building socialism with Chinese 
characteristists, persisting unswervingly in the party's 
basic ime, uniting the whole party, and imbuing ourselves 
with vigor and vitality, our cause will certainly prevail. 


The 14 years since the Third Plenary Session of the | Ith 
CPC Central Committee are an era of reform and opening 
up, which has witnessed great advances in economic 
construction. During the 14 years, we have experienced 
both successes and setbacks, and withstood tests in an 
unusual, complex, and grim situation. In retrospect, we 
have scored brilliant achievements; looking into the future, 
we shoulder heavy responsibilities. Inspired by the spirit of 
the 14th CPC National Congress, we must seize the 
opportunity of the times, heighten the national spirit, press 
forward with indomitable will, and strive to build a strong, 
prosperous, democratic, civilized, modern socialist state 
along the road of building socialism with Chinese charac- 
teristics. We are convinced of the superiority of the 
socialist system and of the general trend of socialism 
replacing capitalism in the development of human society. 
Socialist China will stand erect in the Orient with an even 
more magnificent posture, and contribute more to safe- 
guarding world peace and promoting the progress of man- 
kind in the 21st Century. 


CYL’s 12th Central Committee Ends Fifth 
Plenum 


OW 2312095892 Beyine XINHUA Domestic Service in 
Chinese 0921 GMT 21 Dec 92 


[Text] Beying, 21 Dec (XINHUA}—The Fifth Plenary 
Session of the 12th Central Committee of the Communist 
Youth League [CYL] ended in Beiying today after five 
days. The meeting discussed and approved a “Decision on 
Learning Comrade Deng Xiaoping’s Theory of Building 
Socialism With Chinese Characteristics.” The “Decision” 
called on CYL organizations at all levels to respond to the 
call of the 14th CPC National Congress, study in-depth 
Comrade Deng Xiaoping’s theory of building socialism 
with Chinese characteristics, take vigorous and effective 
measures to ensure that the study produces results, and 
implement the decision and carry oul various tasks 1n a 
down-to-earth manner by closely integrating such imple- 
mentation with reality. 


Meanwhile, the meeting also examined, discussed, and 
then adopted a “Resolution on Holding the | 3th National 
CYL Congress,” which decides to hold the 13th National 
CYL Congress in Beiing in May 1993. Comrade Yuan 
Chunging was clected an additional secretary of the Sec- 
retariat of the CYL Central Committee at the meeting. 


Executive Secretary Zhang Baoshun of the CYL Central 
Committee Secretariat delivered a concluding speech at 
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the ceremony. He said: Through in-depth study and imple- 
mentation of the guidelines laid down by the 14th CPC 
National Congress, the plenary session has further defined 
the orientation for the work of the CYL in the future; 
namely, integrating implementation of the guidelines of 
the 14th CPC National Congress with the actual condi- 
tions of the CYL; persisting in arming the whole CYL with 
Comrade Deng Xiaoping’s theory of building socialism 
with Chinese characteristics; providing guidance for the 
vast numbers of young members of the CYL to further 
emancipate their minds, change their concepts, actively 
dedicate themselves to reform, opening up, and economic 
construction, and steadfastly follow the party to take the 
socialist road with Chinese characteristics. The meeting 
studied and mapped out a plan for the major tasks to be 
handled by the CYL next year in the light of the new 
developments of situation. 


Kuomintang Central Committee Elects New Head 


OW 2212142992 Beijing XINHUA in English 1359 
GMT 22 Dec 92 


[Text] Beijing, December 22 (XINHUA)-—Li Peiyao was 
elected chairman of the Central Committee of the Revo- 
lutionary Committee of the Chinese Kuomintang, one of 
the eight Chinese non-communist parties, at the first 
plenary session of its eighth national congress, which 
closed here this afternoon. 


Li, 59, was born in Hong Kong. He is the son of Li Jishen, 
one of the founders of the party, and is an expert on 
aircraft manufacture. He is a member of the Standing 
Committee of the Seventh National Committee of the 
Chinese People’s Political Consultative Conference 
(CPPCC) and president of the China Council for the 
Promotion of Peaceful Reunification. He is also a vice 
minister of labor and vice-president of the All-China 
Federation of Trade Unions. 


The plenary session also elected nine vice-chairmen, one 
secretary general and 39 members of the Standing Com- 
mittee of the Central Committee. 


Zhu Xuefan, vice-chairman of the Standing Committee of 
the National People’s Congress, and Hou Jingru and Sun 
Yueqi were elected honorary chairmen. Jia Yibin and 
Zhao Zukang were elected honorary vice-chairmen. 


The plenary session passed a resolution, calling on the 
members of the Revolutionary Committee of the Chinese 
Kuomintang to make every effort to promote the peaceful 
reunification of the country. 


Qiao Shi Message to CYL School Celebration 


OW 2312125492 Hangzhou Zhejiang People’s Radio 
Network in Mandarin 1030 GMT 20 Dec 92 


{From the “Provincial News Hookup” program] 


[Text] The CPC Central Committee General Office con- 
veyed Comrade Qiao Shi's regards and greetings to a 
celebration held today marking the 43rd anniversary of the 
founding of the Hangzhou Young Cadres’ School and the 
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10th anniversary of the reopening of the Hangzhou Com- 
munist Youth League [CYL] School. 


Comrade Qiao Shi wished the Hangzhou CYL School even 
greater success in producing young cadres who persist in 
seeking truth from facts, have the courage to break new 
ground and make advances, possess professional knowl- 
edge and skill, and show diligence and conscientiousness in 
serving the people. He also wished that the school would 
make further contributions to the cause of building 
socialism with Chinese characteristics. 


The Hangzhou CYL School grew out of the Hangzhou 
Young Cadres’ School, which was founded in 1949 and 
had trained a large number of young cadres involved in the 
founding and development of CYL organizations in Hang- 
zhou. Over the past decade, the Hangzhou CYL School 
conducted 151 different training courses, six undergrad- 
uate courses, and a number of other tutorial classes for 
CYL cadres; training 8,209 young cadres in all. 


Li Tieying Inspects Various Shanghai Circles 


OW 2312130192 Shanghai JIEFANG RIBAO in Chinese 
16 Dec 92 pl 


(“Li Tieying Recently Inspects Shanghai Accompanied 
by Wu Bangguo, Huang Ju, and Others”’] 


[Text] Li Tieying, member of the CPC Central Committee 
Political Bureau, state councilor, and minister in charge of 
the State Education Commission, recently inspected 
Shanghai. 


During his tour of Shanghai, Comrade Li Tieying 
inspected the Huadong Teachers’ University, the Tongji 
University, the Shanghai Foreign Languages College, and 
the Shanghai Municipal Girls’ Middle School No. 3. He 
visited libraries, laboratories, computer centers, college- 
operated high-technology industries, and students’ hostels. 
He held talks with teachers and students, encouraging 
them to accelerate reform, open up wider to the outside 
world, and contribute to Pudong’s development and 
Shanghai's reyuvenation. 


Comrade Li Tieying also inspected Pudong’s new district, 
the stock exchange, the metal evchange, and some enter- 
prises including the Dazhong Velicte Plant, the aircraft 
manufacturing plant, and the Shangwu Publication House. 
He also visited Qizhong village, Maqiao Township, Min- 
hang District. 


During his stay in Shanghai, Comrade Li Tieying made 
special calls on some renowned figures in cultural and art 
circles including prominent writer Ba Jin and distin- 
guished musician He Luting. 


Participating in Comrade Li Tieying’s inspection activities 
were Wu Bangguo, member of the CPC Central Com- 
mittee Political Bureau and secretary of the municipal 
party committee, Huang Ju, mayor of Shanghai, Chen 
Zhili, deputy secretary of the municipal party committee; 
and Xie Liyuan, vice mayor of Shanghai. 
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Li Tieying Speaks at Health Campaign Meeting 


OW 2312053092 Beijing XINHUA Domestic Service in 
Chinese 0933 GMT 21 Dec 92 


[By reporter Yu Changhong (0060 7022 3163)} 


[Text] Beying, 21 Dec (XINHUA)}—Li Tieying, member 
of the CPC Central Committee Political Bureau and a state 
councillor, said today: The patriotic health campaign helps 
promote economic development, it 1s an important under- 
taking closely linked to the people's interests, and an 
indispensable component of the socialist modernization 
drive. We should continue carrying it out with steadfast 
and unyielding efforts. 


Li Tieying made the comment at a forum in the capital 
attended by various organizations which marked the 40th 
anniversary of the patriotic health campaign. He summed 
up the experiences of the 40-year-old campaign, describing 
it as “one that has been carried out under close scrutiny 
from the leadership, has been well-coordinated among 
departments, and has involved mass participation”; and 
he called for patriotic health work to be raised to a new 
level so as to meet the needs of our central task—economic 
construction. 


Forty years ago, Chairman Mao Zedong issued the call to 
“get mobilized to improve sanitary conditions and elimi- 
nate diseases,” thus initiating the patriotic health cam- 
paign. Over the past 40 years, the patriotic health cam- 
paign has contributed greatly to improving backward 
sanitary condition, ensuring people's health and serving 
economic construction. 


—Overall sanitary conditions in urban and rural areas 
have been significantly improved. Over the past 10 
years, in particular, we have persisted with the idea of 
societywide hygiene, strengthened public health man- 
agement, and made steady progress in creating a clean, 
beautiful, and comfortable environment in which people 
work and live. Two national appraisals of urban hygiene 
have been held and a number of cities have been 
commended as “clean cities.” 


—The quality of rural, environmental sanitation has been 
improved. Water hygiene for 79 percent of the nation’s 
rural population has been improved to differing degrees, 
and various forms of sanitary toilet have been promoted 
gradually in rural areas. 


—Great progress has been made in eliminating the four 
pests. The density of pests in the nation’s cities and 
some rural areas has been significantly reduced. Over 70 
percent of counties have persistently pursued the drive 
to eliminate rats, 20 [number as received] cities and 
counties, and large and medium enterprises have 
reached national standards for eliminating flies, mos- 
quitoes, cockroaches, and bedbugs. 


—Society has taken health education for everyone seri- 
ously. Health education organizations have been set up 
in 26 provinces, autonomous regions and municipali- 
ies. 
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—Scientific research in patriotic health has yielded results. 
Six projects have won national scientific and technolog- 
ical progress awards, and 63 have won ministry and 
commission-level awards; results of these projects have 
been publicized in good time. 


Chen Minzhang, vice chairman of the National Com- 
mittee for the Patriotic Public Health Campaign and 
minister of public health, urged localities to actively 
explore ways and develop experience to make patriotic 
public health work better serve economic construction, 
reform and opening up; to speed up the improvement of 
water quality, lavatory facilities, and the elimination of the 
four pests so that everyone would have the health and 
energy to take part in the modernization drive. 


Military 


Article Urges Learning From Marshal Luo 
Ronghuan 


HK2312070092 Beijing RENMIN RIBAO in Chinese 
22 Nov 92 p § 


[Article by the Compilation Group of The Biography of 
Luo Ronghuan: “Studying Marshal Luo Ronghuan's 
Remarks on the Political Work of Our Army] 


[Text] The 90th anniversary of the birthday of Marshal 
Luo Ronghuan, the great proletarian revolutionary, one of 
the founders and leaders of the People’s Liberation Army 
[PLA], falls on 26 November this year. Comrade Luo 
Ronghuan made tremendous contributions to the political 
work of the People’s Army in the long-term struggle of the 
Chinese revolutionary war, as well as the building of the 
People’s Army. He began political work in our Army when 
he participated in the Autumn Harvest Uprising in 1927. 
He was one of the party representatives to the seven Red 
Army companies during the Sanwan Reorganization. 
Later, he successively held the posts of the Red Army's 
Fourth Army political commissar; the Red Army's First 
Group Army Political Department director, the Eighth 
Route Army No. 115 Division Political Department 
director and commissar, concurrently acting commander; 
Shandong Military Region commander, concurrently 
political commissar, Democratic Amalgamated Army of 
the Northeast deputy commissar, Northeast PLA political 
commissar,; and the Fourth Field Army first political 
commissar until the PRC's founding, when he became 
PLA General Political Department director. 


Comrade Deng Xiaoping said: “In his lifetime of work and 
struggles, Comrade Luo Ronghuan fully emobodied the 
style of a Marxist-Leninist Party and the people's Revolu- 
tionary Army; he always believed in the people's great 
strength, and was best at mobilizing, organizing and 
relying on the masses as well as uniting cadres. The whole 
Party, Army and people should always learn from his 
staunch proletarian stand, great revolutionary spirit, and 
style of going deep into realities, establishing ties with the 
masses, hard work, and plain living” (Footnote |: Deng 
Xiaoping’s memorial speech at Beying’s public memorial 
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meeting for Luo Ronghuan on 22 December 1963). Com- 
rade Jiang Zemin recently indicated that working hard to 
strengthen education in our Army’s fine tradition and style 
to permanently preserve the true color of the old Red 
Army in a down-to-earth way is an important task for our 
Army’s political building and revolutionization, and must 
be placed at the height of the times and in a strategic 
position, and grasped with unremitting efforts, while gen- 
uinely doing the work meticulously and substantially with 
good results. When we mark the 90th anniversary of 
Marshal Luo Ronghuan’s birthday, we cherish the memory 
of his glorious life, study his noble character, and review 
his series of remarks on the political work of our Army; 
that is of important realistic significance to accelerate the 
revolutionization and modernization of our Army and 
building it into a regular army. 


Marshal Luo Ronghuan’s remarks on our Army’s political 
work can be largely generalized in the following aspects: 


Always Adhering to the CPC Absolute Leadership Over 
the Army, Paying Attention to Political Work, and 
Building the Army’s Grass Roots 


The Ninth Party Congress of the Red Army's Fourth Army 
in 1929 (Gutian Congress), was of important historical 
significance in the PLA’s Army building history. Luo 
Ronghuan participated in the congress. He supported Mao 
Zedong’s important ideas concerning the Red Army's 
nature and tasks and the Party's absolute leadership over 
the Red Army. Prior to the congress, he participated in the 
survey and study for the resolution’s drafting, over which 
Mao Zedong presided, and set out his own opinions. At the 
congress, he was elected a Red Army's Fourth Army Front 
Committee member on the grounds that his “concepts are 
correct and he fights actively in battles.” When Luo 
Ronghuan recalled this important period in history after 
the PRC's founding, he indicated with profundity: “The 
decision of the Party leadership over the Army, with Party 
branches set up in every company and Party groups in 
every squad or platoon, seems to be no big deal today, but 
from the angle of summarizing historical experiences, the 
significance is great.... Chairman Mao's proposal that 
Party branches be built in every company, with Party 
groups set up in every squad or platoon to establish direct 
ties with the masses played a decisive role in augmenting 
Party leadership over the Army” (Footnote 2: “Marshal 
Luo on Gutian Congress and Our Army’s Political Work— 
Delivered on 17 October and 3 November 1956,” carried 
in 16 December 1983 issue of JIEFANGJUN BAO). When 
the Red Army was first founded, Luo Ronghuan set up 
Party cells in the Red Army and army political work 
system, for which he poured in most of his energy. He 
resolutely resisted the burn-all, kill-all putschist policy, and 
opposed the undisciplined condition by which mass inter- 
ests were violated, while safeguarding the Army's purpose 
of serving the people heart and soul. With his own exem- 
plary actions of caring and cherishing the se'diers, he 
affected and brought along other cadres, and opposed the 
warlord style by which officers could arbitrarily beat and 
scold soldiers to give play to and safeguard Party organi- 
zations’ role of a fighting bastion. He actively safeguarded 
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the Party’s democratic centralism, opposed the tendency 
of extreme democratization, and waged resolute struggles 
against all activities that jeopardized the Party's unified 
leadership, contended with the Party for military power, 
refused to obey Party leadership, and engaged in sepa- 
ratism. He pointed out: “Some comrades complained that 
the Party decides all important issues.” “That the Party 
decides all important issues is certainly correct” (Footnote 
3: Ibid). With the outbreak of the War of Resistance 
Against Japan, Kuomintang [KMT] and CPC cooperation 
was implemented; under the new situation of KMT-CPC 
cooperation and of building a national united front for 
resisting Japan, Luo Ronghuan particularly stressed the 
importantce of maintaining and bringing forward the Red 
Army’s fine tradition, augmenting the Party leadership 
over the Army, and political work. At the Sixth Plenary 
Session of the CPC Sixth Central Committee, he straight- 
forwardly stated that in the wake of the Army’s reorgani- 
zation, Party leadership and political work had been 
weakened because of the abolition of the political com- 
missar with reduced political organs and the failure to set 
up the Party committees. He set out the imperativeness to 
augment the Party's political organizations, Party 
branches’ activittes and giving full play to the Party 
branch's role and promoting its prestige 1n companies. 


Luo Ronghuan paid special attention to the Army's grass- 
root political building. He believed that “the groundwork 
of political work lies in the company; to do a good job of 
political work, it is imperative to do a good job of work in 
companies” (Footnote 4: Ibid). During his commandershp 
of the 115th Division in October 1940, he initialed the 
document “Concerning Regulations on Party Organiza- 
tions in Battalions and Companies,” and formulated a 
series of specific regulations on augmenting party cell 
building in battalions and companies. In 1941 and 1942, 
he presided over the conference on political work of the 
115 Division and the conference of political work in 
companies. The two conferences explicitly set forth: 
“What accounts for our Army’s invincibility and ability to 
destroy any stronghold and become the most excellent iron 
army in revolutionary war 1s precisely the Party leadership 
and the insurance of all the political work.” At the work 
conference on company political work, Luo Ronghuan 
held systematic, concise, and very incisive discussion on 
the function, style, and method of the companyies political 
work. In the 1960's, the General Political Department 
reprinted his speech for armywide study. 


In the wake of the PRC's founding, Luo Ronghuan was 
appointed Central Military Commission General Political 
Department director. He always believed that to build a 
modern, regular revolutionary army, it was imperative to 
bring forward the fine tradition of the People’s Army and 
to continue to adhere to the principle of the Party's 
leadership over the Army. He published the articles, “The 
Autumn Harvest Uprising and the Initiating Period of Our 
Army” and “Inherit and Bring Forward Our Army's Glo- 
rious Tradition,” in which he discussed the basic spirit and 


historical significance of the Gutian Congress; gave spe- 
cific guidance to formulating “Regulations for PLA Polit- 
, summarized the rich experiences in 


ical Work (Draft)” 
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political work of scores of years; and defined the principle, 
tasks, and basic method of political work in a concise and 
systematic way, making it an important decree for army 
building. The reguiations explicitly stipulated: ““The CPC 
establishes Party committees at various levels in the PLA 
as the kernel of the Army’s unified leadership; the system 
of division of labor with individual responsibility for 
senior officers under the unified collective leadership of 
the Party committee is implemented as the system for the 
Party's leadership over the Army.” In addition, the regu- 
lations stipulated: “The CPC’s political work in the PLA is 
our Army's lifeline.” 


Advocating ag Soci one Applying Mao Zedong’s 
Thinking in a ilding, Adhering to a Scientific 
Attitude Toward Mao Zedong Thought 


Luo Ronghuan was among the first to advocate studying 
and applying Mao Zedong Thought. During the War of 
Resistance Against Japan, he made profound discussions 
on the basic spirit of Mao Zedong Thought. In July 1944, 
he published the article “Study Comrade Mao Zedong’s 
Thinking,” in which he set out the need to “take Mao 
Zedong’s thinking as the direction to be followed,” and 
“propagate Comrade Mao Zedong’s thinking on army 
building.”’ He indicated: “Comrade Mao Zedong’s 
thinking has developed in the increasingly closer combina- 
tion of Marxist-Leninist universal truth and the concrete 
practice of the Chinese revolution with each passing day; 
Comrade Mao Zedong was a Marxist-Leninist strategist, 
he explained the characteristics of China's armed struggles 
based on Marxist-Leninist science and the actual condi- 
tions”; “the resolution of the Ninth Party Congress of the 
Red Army's Fourth Army, which Comrade Mao Zedong 
wrote, has resolved the orientation for our army building. 
He regarded the establishment of proletarian thinking in 
Party leadership as a decisive factor in army building.... He 
has laid the foundation for us to cultivate the essential of a 
revolutionary army” (Footnote 5: Documents and Studies, 
1986 collection, Renmin Pubiishing House, published in 
February 199, pp 89-98). 


Luo Ronghuan advocated the study and application of 
Mao Zedong Thought, and stressed the imperativeness of 
adhering to the scientific truth-seeking attitude. He 
pointed out that Mao Zedong Thought was not “a success 
because of Comrade Mao Zedong’s own genius,” “the 
thinking of Mao Zedong ‘comes from the masses, and goes 
back to the masses.’ This being the case, he has mastered 
the basic spirit of Marxism-Leninism, the truth-seeking 
spirit, which dogmatism has failed to see” (Footnote 6: 
Ibid). In a speech delivered at the Institute of Politics in 
August 1958, Luo Ronghuan explicitly pointed out: “The 
fundamental principle of Mao Zedong Thought 1s seeking 
truth from facts,” “lkewise, in our study of Chairman 
Mao's works, we advocate seeking truth from facts, but not 
superstition.” 


Since Lin Biao was in charge of routine work of the 
Military Commission, he had set out the slogans of the 
so-called “take a shortcut,” “recite quotations,” and “get 
instant results,” while leading astray the study of Mao 
Zedong Thought to being simplified and vulgar. Tit for tat. 
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Luo Ronghuan pointed out that in studying Chairman 
Mao’s works, emphasis should be laid on grasping their 
essence and spirit, studying his stand, viewpoints, and 
methods. He asked: “How can one get instant results in the 
study of Chairman Mao’s works?” In his letter addressed 
to his son Luo Dongjin [5012 2639 6651] dated 14 April 
1961, he wrote the following incisive remarks: “Theoreti- 
cal study must be linked to practice, because theory is 
derived from practice, while guiding practice; in turn, 
theory is verified and supplemented by practice. Should 
theory be divorced from practice, it would become empty 
talk and a dead issue. In studying Chairman Mao’s works, 
we should refrain from being satisfied with some ready 
quotations or clauses; the most important point is to grasp 
their essence and spirit. When we say studying Chairman 
Mao’s works with some issues in mind, it does not mean in 
any way to look for ready answers from books. History 
progresses forward, and matters vary; this being the case, 
we Cannot require our predecessors to provide us with a 
panacea in their writings” (Footnote 7: Selection of Letters 
by Revolutionaries of the Older Generation to Their Folks, 
joint publication by Zhongyang Wenxian Publishing 
House and the Joint Publishing Book Store, February 
1990). 


The principled struggle between Luo Ronghuan and Lin 
Biao on the issue of how to treat Mao Zedong Thought 
roused profound reaction from inside the Party and Army. 
Comrade Deng Xiaoping has on two occasions talked 
about the matter. In his speech delivered at the September 
1979 forum on rural work, Deng Xiaoping said: ““Comrade 
Luo Ronghuan was the first to criticize Lin Biao for 
vulgarizing Mao Zedong Thought, saying that to study 
Chairman Mao’s works, it is necessary to study their spirit 
and essence. At that time, the Central Committee Secre- 
tariat discussed Comrade Luo Ronghuan’s views and con- 
curred with them” (Footnote 8: Selected Works of Deng 
Xiaoping (1975-1982), Renmin Publishing House, 
November 1987 edition, pp 33, 36). Again, in May 1977, 
Comrade Deng Xiaoping said: “Mao Zedong Thought is 
an ideological system. Comrade Luo Ronghuan and | 
struggled against Lin Biao, criticizing him for vulgarizing 
Mao Zedong Thought instead of viewing it as a system. 
When we say we should hold high the banner of Mao 
Zedong Thought, we mean precisely that we should study 
and apply Mao Zedong Thought as an ideological system” 
(Footnote 9: Ibid). 


ns That Seeking Truth From Facts and 
Proceeding From Actual Conditions in Everything, Is 
the Basic Principle for Political Work 


Luo Ronghuan always attached importance to going deep 
into realities to conduct investigation and study, and 
emphasized the need to proceed from the Army’s actual 
conditions to formulate the principle and tasks for political 
work. Back in the period when the Red Army was first 
founded, Luo Ronghuan was a Party representative who 
struck root in the grass roots, became one with the soldiers, 
and was good at doing ideological and political work based 
on the soldiers’ ideological realities. After he was 
appointed Army political commissar and later a group 
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army political department director, he continued to go 
down to companies and hold heart-to-heart talks with 
cadres and soldiers. After the PRC’s founding, his condi- 
tion increasingly worsened after kidney removal surgery. 
In a letter addressed to him dated 20 September 1950, 
Comrade Mao Zedong suggested: “It is appropriate for you 
to attend fewer meetings, and even refrain from attending 
them. All you have to do is to talk with some cadres, and 
read and amend or comment on documents. That will be 
helpful to your health; otherwise, it will not be long before 
you collapse.” Nevertheless, Luo Ronghuan persisted in 
inspecting Army units and even made fact-finding trips 
down to units stationed along the coast, in addition to 
constantly summoning cadres for talks. He constantly 
urged himself on and educated cadres with Mao Zedong’s 
words “one has no say without investigation.” He required 
office workers to constantly go deep into realities to 
conduct investigation and study, while refraining from 
“believing one’s own subjective will to be the reality,” but 
achieving “from the company, to the company.” He 
required that “in guiding companies’ political work, polit- 
ical departments take into account the company’s basic 
tasks, environment, and range, while grasping their link to 
the central work. In making work arrangements and plan- 
ning, it is necessary to take into account the company’s 
basic tasks and capabilities” (Footnote 9: Report delivered 
at Shandong Military Region Work Conference, Sep- 
tember 1944). Because Luo Ronghuan went deep into 
realities to conduct investigation and study, he was able to 
promptly grasp the Army’s ideological pulse, and, espe- 
cially at the critical moment of historical change, he was 
able to promptly and correctly formulate principle and 
policies for political work according to the new problems 
surfacing under the new situation. 


Luo Ronghuan stressed the need to closely link political 
and ideological work to actual conditions. In his speech 
delivered at the 115th Division Work Conference on the 
Company's Political Work in March 1942, he pointed out 
very explicitly: “We should be truth-seeking regarding the 
company’s political education, and not set too high 
requirements. There must be substantial realistic contents 
in basic education, and we must guard against abstract 
things. In dealing with all topics, it 1s necessary to start 
from what the soldiers are able to grasp. We should 
educate our soldiers in the way a teacher teaches his 
students, or an elder brother teaches his kid brother” 
(Footnote 10: “On Several Questions Concerning the 
Company's Political Work”, “Historical Materials on the 
Army's Political Work,” Book 7, Zhanshi Publishing 
House, April 1982 edition, pp 515-516). In addition, he 
criticized “the practice of pressing for Party groups’ 
reports on meetings of criticism and self-criticism of Party 
members and soldiers, while failing to earnestly lead the 
groups in studying” (Footnote ||: Ibid). He pointed out in 
particular that a truth-seeking attitude should be adopted 
in bringing up and educating young soldiers. He said: 
“Young people's enthusiasm should be fully excavated 
through continuous work. If too high requirements are set 
on them in an idealizing way, that would be inappropriate; 
on the contrary, their enthusiasm and confidence would be 
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reduced.... The specific requirement on young people in 
the Army ts to enrich their own knowledge and invigorace 
their life; it is necessary to organize and educate them in 
this aspect to give play to their enthusiasm and creative- 
ness” (Footnote | 1: Ibid). 


Luo Ronghuan set very strict requirements on political and 
ideological work, resolutely opposed all unhealthy tenden- 
cies that jeopardized the Army's centralization and unifi- 
cation, and weakened the Army's combat effectiveness. 
However, he persisted in seeking truth from facts, patient 
persuasion, enlightening consciousness in resolving ideo- 
logical problems of cadres and soldiers, while opposing the 
erroneous practice of arbitrarily attacking and punishing 
others. Especially in work concerning “elimination of 
counterrevolutionaries” and “examining the cadres’ per- 
sonal histories,” he opposed the tendency of idealistic 
subjectivism, the concept of making a mystery of such 
work as well as the practice of “obtaining confessions by 
compulsion and giving them credence,” while earnestly 
practicing what he advocated, and succeeded in protecting 
a large number of cadres whose cases had been erroneously 
dealt with. During the Agrarian Revolutionary War, when 
the Central Soviet Area pursued elimination of the AB 
Group [Anti-Bolshevik, a counterrevolutionary organiza- 
tion of undercover KMT agents] in a big way, Luo Rong- 
huan was the Red Army's Fourth Army political com- 
mussar, he ran the risk of protecting a number of cadres 
and fighters who had been framed as AB Group elements. 
For a time, the story of “Luo Ronghuan held the execu- 
tion” was told by word of mouth with approbation. During 
the War of Resistance Against Japan, an incident of 
“eliminating Trotskyites” surfaced in Shandong (Weis- 
han’s) Huxi area; consequently, innocent cadres were 
wrongly given death sentences. Luo Ronghuan hurried to 
the site and resolutely released all of the several hundreds 
of cadres held in custody, and handled the case of the 
incident’s culprit. In his speech to cadres involved in 
uncovering spies in May 1940, he stressed in particular 
that the work of uncovering out spies must be placed under 
the Party leadership. He also stressed the importance of 
overcoming the trend of treating this work as if it were a 
mystery—this trend 1s characterized by divorcing from the 
masses. He indicated: The tendency of making a mystery 
of the work of uncovering spies finds expression in the fact 
that some problems inside the Army were not made public 
when they should have been, and nothing was done in 
some cases when education should have been conducted; 
thus secret activities were pursued to collect lots of phe- 
nomena in order to keep an account secret, and matters 
became seriously complicated, consequently, they did not 
attack the enemy, but our own men 


Presiding over a routine session of the 115th Division 
Party commitiee to make the “Decision on Meting Out 
Penalties to Party Members” on 18 October 1941, Luo 
Ronghuan indicated that past ideological struggles had 
failed to accomplish the end of patient education, and no 
procedures had been gone through in meting out penalties 
to Party members and expelling them, from the Party 
organization, democracy had not pec rough forward, 
sometimes, matters had been swayed °¥ personal feclings 


a 
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and prejudices, with the Party organizational principle 
lost. Directing at those phenomena, a six-point decision 
was made: First, it was stressed that expulsion was the last 
resort for those incorrigible elements, and such cases 
should be handled meticulously, second, in handling cases 
of those Party members who had made mistakes, differen- 
tiation should be made regarding the degrees of serious- 
ness in their mistakes, the subjective and objective causes 
analyzed, and appropriate conclusions made, third, in 
cases where expulsion from the Party organization was 
involved, the person in question must be present with the 
decision adopted by the Party branch meeting with a 
written resolution, which must be approved by the Party 
Organization at a higher level, fourth, should those Party 
members receiving penalties or expelled from the Party 
Organization protest, they might directly appeal to the 
Central Committee; fifth, when the organization of appeal 
believed the penalty to be inappropriate, it should be 
corrected; and sixth, it was stressed that the impiementa- 
tion of Party discipline should be truth-seeking patient 
education, while subjectivism and being opinionated 
should be avoided. The formulation of this document 
which Luo Ronghuan personally took charge of fully 
embodied the truth-seeking principle for handling inner- 
party contradictions and the spirit of democratic cen- 
tralism. 


The Methods of Democracy, the Mass Line, 
Persuasion, and Education Were Taken as the Basic 
Methods for f’olitical Work 


Back in the period of the struggle in the Jinggangshan, Luo 
Ronghuan, under Mao Zedong’s leadership, participated 
in the work of building the democratic system of the 
People’s Army, and worked hard at eliminating war- 
lordism and improving the officers-and-men relationship. 
He became a model for being good at applying the demo- 
cratic method to unite and educate cadres and masses. 
Talking about the company’s political work at the 11 Sth 
Division during the War of Resistance Against Japan, Luo 
Ronghuan pointed out: “The ways and methods of polit- 
ical work vary, and should not be confused with those of 
military administration. In military affairs some aspects 
are compulsory to mend the insufficiency in political 
consciousness, consolidate highly centralized actions, and 
insure fulfillment of fighting tasks. Whereas the ways and 
methods of political work should be somewhat different. It 
iS imperative to arouse soldiers’ political conscrousness 
through more arduous and patient persuasion and educa- 
tion and through bringing forward greater democracy to 
arouse solders’ political consciousness to accomplish the 
same end—fulfilling fighting and work assignments” 
(Foonote 11: Ibid). While discussing the tradition of the 
Army's political work in 1956, he indicated: Work con- 
cerning military affairs was carried out in the form of 
orders, to maintain high centralization and unification of 
the fighting units and to insure the unanimity of combat 
actions, “whereas political work 1s based on bringing 
forward democracy to arouse consciousness through the 
mass line, and persuasion and education to accomplish the 
same end by elevating consciousness” (Footnote | 2: “Mar- 
shal Luo on Gutian Congress and Our Army's Political 
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Work—delivered on 17 October and 3 November 1956,” 
carried in 16 December 1983 issue of JIEFANGJUN 
BAO). 


Luo Ronghuan compared this method to the theory that 
“sounding a drum does not necessarily involve heavy 
drumsticks”"—a popular saying. That referred to the 
requirement of enthusiasm and faith in the subjects of 
political work, emphasis on encouragement, enlighten- 
ment, guidance, and persuasion towards comrades without 
beating them with heavy drumsticks. He opposed 
attacking people arbitrarily, and did not approve setting up 
“antithesis,” or categorizing some people as “backward 
elements” in ideological work. He stressed that cadres 
engaged in ideological work should by no means play down 
the positive role of ideological education and persuasion, 
and believed that “should soldiers lack a high level of 
political consciousness and a happy mood, all negative 
preventive measures have only a temporary effect.” 


As a senior military cadre, Luo Ronghuan did not simply 
rely on his position, authority and orders in implementing 
leadership, but mainly relied on his understanding, care 
and trust in people, especially setting an example himself 
to affect and educate the masses with his own exemplary 
role. He said: “We chiefly rely on political education and 
cadres’ exemplary role to affect the soldiers in the imple- 
mentation of all commands and orders.” Luo Ronghuan 
was particularly strict with requirements on cadres 
engaging in political work. He constantly educated them to 
be modest and meticulous and refrain from being arrogant. 
He stressed that cadres engaged 1n political work should 
acquire their prestige through their own exemplary actions 
and work. Talking about the Gutian Congress spirit, he 
said: “At that time, the party work was implemented 
through the Party representatives, who held very high 
prestige. They had a very close relationship with the 
soldiers. In a march, the commander would be in the 
forward position on horseback, whereas the Party repre- 
sentative would be at the rear, carrying guns for soldiers, 
sharing their weal and woe. The soldiers showed great 
support to the Party representative. They would express 
doubt should any order be void of the Party representa- 
tive’s signature” (Footnote | 3: Ibid). With his own exem- 
plary actions, Luo Ronghuan set an example for cadres 
engaging in political work. He was modest and meticulous, 
plain and affable, and sincere in treating people. Cadres of 
worker-and-peasant origin or intellectuals would regard 
him as their bosom friend, and were willing to tell him 
what was on their minds. He was regarded as a gentle, 
honest and sincere elder brother, and a teacher with 
tireless zeal in teaching. 


Under the new historical condition of undertaking the 
building of a modern, regular army in the wake of the 
PRC's founding, Luo Ronghuan had on many occasions 
admonished the Army that it was imperative to adhere to 
the mass line, bringing forward democracy, persuasion and 
education. With sincere words and earnest wishes, he said: 
“Our Party and Army have always brought forward 
democracy. Because of many institutional changes today 
with the system of military ranks implemented, with 
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shoulder loops attached to uniforms, it is all the more 
important to bring forward democracy.” He added: “Some 
people say that we can do without democracy now that the 
Army is modernized. We say, a modern Army will not do 
without democracy, mobilizing the masses, and democ- 
racy! ...otherwise, our People’s Army will change its 
nature™ (Footnote |4: Ibid). 


Adhering to the Line of Work C Cadres 
Characterized by People on Merits, 

Honest, U Free of Impartiality, and 
¥ From All Corners of the Country” 


For a long time, Luo Ronghuan had been in charge of work 
concerning military cadres. He believed that work con- 
cerning cadres was an important component of political 
work. He adhered to the system that the Party administers 
cadres while placing work concerning cadres under the 
Party committee's collective leadership, requiring the 
Party committee's collective decision on matters con- 
cerning the promotion and transfer of cadres. After the 
PRC's founding, Luo Ronghuan was appointed the Central 
Military Commission General Political Department 
director and concurrently director of the General Depart- 
ment for Administrating Cadres. He led in formulating 
such rules and regulations as the “Work and Functions of 
Departments Administrating Cadres at All Levels in the 
PLA (Draft)” and “Provisional Measures for Appointment 
and Removal of Cadres in the PLA,” and made it clear that 
work concerning cadre administration must be placed 
under the leadership of Party committees at various levels, 
while formulating a series of specific regulations, which 
augmented building of cadre work and the cadre contin- 


gents. 


In cadre employment, Luo Ronghuan opposed the practice 
of forming faction and sectarianism, while adhering to 
uniting cadres “hailing from all corners of the country” to 
work together. Since the Autumn Harvest U prising. he had 
experienced the joining of forces of various routes of 
revolutionary forces on many occasions, such as that at the 
Jinggangshan. that of the First. Second. and Fourth Front 
Armies, and the great junction of the Red Army in 
northern Shaanxi, and had a profound understanding that 
to win victory of the revolution, it was imperative to 
accomplish the great unity of revolutionary forces. He 
constantly educated cadres: To make a revolution, the 
more people united the better. Back in the period of the 
Agrarian Revolutionary War, he paid great attention to 
uniting comrades from different units and localities. Espe- 
cially when the Army was under reorganization, he would 
always make arrangements for employing cadres 1n a fair 
and reasonable way. During the War of Resistance Against 
Japan, the 115th Division under his leadership arrived in 
the Shandong’s major base area to resist Japan, and he 
paid great attention to unity in employing cadres from the 
Second and Fourth Front Armies, as well as local cadres 
from Shandong. When he led the principal force of the 
Shandong troops to march into the northeast, he stressed 
equal treatment without discrimination among troops and 
cadres transferred from various areas of China. After the 
PRC's founding, when he was charged with organizing and 
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establishing the General Political Department organiza- 
tions, he explicitly instructed that cadres for the General 
Political Department be selected and transferred from the 
First, Second, Third, and Fourth Field Armies and the 
North China Army, and that considerations should also be 
shown to the relations of various Red Army front armies. 


Luo Ronghuan persisted in appointing people according to 
merit and opposed selecting and appointing cadres 


according to personal criteria. At the Shandong Military 
Region Work Meeting in September 1944, he profoundly 
touched upon this issue: “A leading member would be 
unable to employ and accept voluminous cadres should he 
decide issues of employment on the grounds of his per- 
sonal familiarity. Should a leading member confine him- 
self to a small group of old acquaintances, he would move 
his acquaintances with him when a transfer of his work is 
involved; inevitably, it would result in the tendency of a 
personal cadre policy...if work in this field should be 
weighed according to personal taste, the number of cadres 
one could employ would be pitifully small, and the remain- 
ders who are close to him would most probably be those 
vulgar fellows who are good ai boasting and currying favor 
for personal gain.” 


Luo Ronghuan treated cadres of worker-and-peasant 
origin and those who were intellectuals equally without 
discrnmination, and boldly employed them according to 
the criteria of political integrity and ability with strict 
requirements. He admonished cadres who were intellec- 
tuals to overcome “individualistic heroism” characterized 
by “cherishing more ideals than practical actions”. while 
admonishing cadres of worker and peasant origin to over- 
come “narrow-minded conservative ideas” characterized 
by “more exploration than understanding.” They stressed 
the need to learn from each other, learning from others’ 
strong points to offset one’s weaknesses, and to work in 
unity and cooperation. At the same time, he stipulated that 
cadres in leading posts should bear chief responsibility in 
matters involving unity 


Marshal Luo Ronghuan accumulated rich practical expe- 
nences in the building of our Army's political work, and 
had many important orginal ideas. Many of his important 
discussions are of realistic guiding significance as of today 
While marking the 90th anniversary of the birthday of 
Marshal Luo, we should inherit and bring forward the 
revolutionary tradition initiated by Marshal Luo and other 
proletarian revolutionaries of the older generation. unite 
closely around the Central Committee with Comrade Jiang 
Zemin at its core, earnestly study and implement the | 4th 
party congress spirit and Comrade Deng Xiaoping’s 
thinking on army building during the new historical 
penod. and make new contributions to augmenting the 
building of our Army, and the defense strength to insure 
the smooth progress of reform. opening up and economic 
construction 


NATIONAL AFFAIRS 3 


Economic & Agricultural 


Li Langing on Premoting Foreign Trade 
OW 2312115892 Beying QIUSHI in Chinese No 23. 1 
Dec 92 pp 18-22 


{Article by Li Langing: “Open Up Wider to the Outside 
World, Expedite the Development of Foreign Economic 
Relations and Trade™] 


{Text} China's Great Achievements in Foreign Economic 
Relations and Trade Since the Start of Reform and Opening 
Up. and Their Important Effects on Modernization 


Comrade Deng Xiaoping has profoundly pointed out: “An 
important cause of China's long stagnation and backward- 
ness 18 its doors being shut against the world. Experience 
has proven that economic construction behind closed 
doors will not succeed. China must not tsolate itself from 
the outside world in development.” General Secretary 
Jiang Zemin emphasized again in his report to the | 4th 
CPC National Congress: Opening to the outside world is 
indispensable to reform and economic development. We 
should absorb and utilize advances made by all other 
countries, including developed capitalist countries. A 
closed-door policy can only perpetuate backwardness. He 
also pointed out the necessity to open our country wider to 
the outside world and to utilize more foreign capital, 
resources, technology. and managerial experience. Over 
the last 14 years. we have opened our country wider and 
wider to the outside world, and our achievements in 
developing foreign economic relations and trade have 
attracted worldwide attention and played an important 
role in socialist modernization. 


1. In coastal regions. a pattern of opening up to the outside 
world has begun to take shape. The country as a whole is 
establishing a pattern of opening up on every side at 
different levels. In July 1979, the State Council decided to 
implement special policies and flexible measures in 
Guangdong and Fujian Provinces and gave them greater 
decisionmaking power in foreign economic relations and 
trade. It also established the Shenzhen, Zhuhai, Santou, 
and Xiamen Special Economic Zones [SEZ’s] on an exper- 
imental basis. After gaining some experience, the State 
Council then decided to open |4 coastal port cities, the 
Chang Jiang and Zhu Jiang Deltas, the southeastern part of 
Fuysan, the Shandong and Liaodong Peninsulas. and the 
areas around the perimeter of Bohai Wan. So it has created 
an opening-up pattern in which parts of the country have 
been gradually opened to the outside world through SEZ’s. 
open coastal cities, open coastal economic development 
areas, and inland regions. Over the last 10 years or so, the 
development of SEZ’s has been particularly remarkabiec. 
and an export-oriented economic structure has basically 
taken shape there. With a high economic growth rate, the 
SEZ’s have enjoyed the fastest economic growth among 
China's cities. The total industrial output value of Shen- 
zhen, Zhuhai, Shantou, and Xiamen was less than |.2 
billion yuan before they became SEZ’s. In 1991, the total 
industrial output value of these four SEZ's and the 
Shanghai: South SEZ was 54 billion yuan and registered an 


32 NATIONAL AFFAIRS 


average annual growth rate of more than 37 percent, which 
was not only higher than the nation’s average, but also the 
highest in the world. While the total export trade volume 
of the SEZ’s in their early stage was only $120 million, 
their 1991 total export trade volume was $19.6 billion. A 
number of enterprises in the SEZ’s have an annual export 
trade volume of more than $50 million each. Of those 
enterprises, the Zhonghua Bicycle Group and Kangjia 
Electronics in Shenzhen, as well as the Xiamen Electronics 
Company, in exporting their own products, have each 
achieved an annual export trade volume of more than 
$100 million. The SEZ’s have achieved very remarkable 
success in attracting foreign investment and become 
China’s major users of foreign capital. As of the end of 
1991, the SEZ’s had approved nearly 10,000 foreign 
investment projects, which accounted for 23.5 percent of 
the total number of foreign investment projects in China. 
The foreign capital actually utilized in the SEZ’s amounted 
to $6.8 billion, which accounted for 29 percent of the total 
foreign capital utilized in China. Now, 5,000 foreign- 
funded enterprises have been completed and are operating 
in the SEZ’s. The output value of foreign-funded enter- 
prises accounts for more than 65 percent of the local total 
industrial output value in Shenzhen and Shantou, 52 
percent in Xiamen, and 47 percent in Zhuhai. Even in 
Hainan, where the SEZ was set up later, the output value of 
foreign-funded enterprises has already accounted for 13 
percent of the local total industrial output value. The high 
growth rate of the SEZ’s has attracted universal attention. 
They are playing a more and more noticeable role as 
China’s “showcase of technology, management, knowl- 


edge, and foreign policy.” 


As reform and opening up are pushed further, economies 
of coastal open cities and open areas are becoming even 
more vigorous and markedly enhance these localities’ 
radiating power, attraction, and overall service capability. 
In 1991, the export value of |! coastal provinces, autono- 
mous regions, and municipalities amounted to $56.5 bil- 
lion, accounting for about 78 percent of the total, and up 
18 percent over the previous year, higher than the national 
growth rate. Of this amount, the export value scored by 
foreign-invested enterprises reached $11.6 billion, up 53 
percent from the previous year. Shanghai has taken a 
substantial step forward in opening up and developing the 
New Pudong Area. The Zhu Jiang Delta economic area 
and the Bo Hai Gulf economic area are displaying their 
vigor. SEZ’s, open cities and their economic and technical 
development zones, and coastal open areas, including open 
districts, have become the most energetic economic devel- 
opment areas in China and the Asian-Pacific region and 
have laid a good foundation for China's opening wider to 
the outside world, especially the opening up of the hinter- 
land, and for promoting China's economic growth and 
prosperity. 

Since the beginning of this year, China has entered a new 
phase of opening to the outside world under the guidance 
of Comrade Deng Xiaoping’s important talks during his 
south China tour and the guidelines of the plenary session 
of the CPC Central Committee Political Bureau. The State 
Council has also approved the opening of 13 border cities 
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in northeast and southwest China, including Hunchun, 
Heihe, Suifenhe, and Manzhouli; five cities along the 
Chang Jiang, Wuhu, Jiujiang, Wuhan, Yueyang, and 
Chongqing; and the capitals of 18 provinces and autono- 
mous regions. Border cities practice the preferential poli- 
cies enjoyed in SEZ’s, whereas open cities along the Chang 
Jiang and in the hinterland adopt the preferential policies 
implemented in coastal open cities. The solid foundation 
of areas along the Chang Jiang for industrial and agricul- 
tural production and abundant natural! resources of inland 
provinces and autonomous regions have offered good 
conditions for promoting extensive international eco- 
nomic and technical cooperation. The opening scopes of 
these areas and cities will prompt China’s hinterland and 
border areas to develop a new opening framework— 
opening up through various levels and in all directions— 
and thus generate a great force to push China's socialist 
modernization drive forward. 


2. Reform of the foreign trade system has forcefully 
promoted development. China's original foreign trade 
system was begun and developed on the basis of a product 
economy and planned economy after the founding of New 
China. Our major trading partners at that time were the 
former Soviet Union and other socialist countries, and the 
principal trade method was planned barter trade that was 
negotiated between governments. Such a foreign trade 
system, in which monopolies are a main characteristic, 
generally went well with our major trading partners and 
our trading method at that time. The system played an 
important role in history. Then, as our trade with Western 
countries grew by the day, China faced an international 
market with fierce competition in foreign trade. This kind 
of foreign trade system thus became more and more 
unsuitable to foreign trade and our economic develop- 
ment, particularly after China launched reform and 
opening policies. 


The major problems in China's foreign trade system at that 
time were: Enthusiasm of various sectors in foreign trade 
could not be encouraged because a small number of state 
foreign trade corporations monopolized foreign trade 
operations; the majority of foreign trade enterprises could 
not take sole responsibility for their own profits or losses, 
manage their own affairs, and practice business manage- 
ment because the foreign trade financial system nad uni- 
fied state control over incomes and expenditures and state 
responsibility for losses and profits; because of the pricing 
system, particularly the irrational exchange rates, the state 
was burdened with heavy import and export subsidies, and 
different subsidy standards had caused unfair competition 
and encouraged the practice of raising purchase prices and 
slashing selling prices, affecting the normal foreign trade 
order, and industry and trade (agriculture and technology) 
could not coordinate satisfactorily, even impeding each 
other at some times. These factors not only seriously 
affected China's growth in foreign trade, but also restricted 
the development of the entire national economy; therefore, 
reform was imperative. 


Since 1978, in the process of reforming the entire eco- 
nomic system, we have made some reforms in the original 


FBIS-CHI-92-247 
23 December 1992 


foreign trade management system. In particular, the two 
major reforms that began in 1988 have fundamentally 
changed the foreign trade system. The first reform was the 
extensive implementation among foreign trade enterprises 
of the contract responsibility system in business manage- 
ment between 1988 and 1990. This reform broke the 
monopoly system; delegated business management powers 
to lower levels; froze financial subsidies for exports; began 
to break the financial system of “eating from the same big 
pot”, and began experimentation with the system of taking 
responsibility for one’s own profits and losses among 
enterprises exporting light industrial products, handi- 
crafts, and apparel. The second reform began on | January 
1991. Through readjusting foreign exchange rates, unifying 
the percentage of retained foreign exchange, and other 
measures, we canceled export subsidies for foreign trade 
enterprises, thereby enabling all enterprises to compete on 
an equal footing; further breaking the financial system of 
“eating from the same big pot”; and prompting foreign 
trade enterprises to begin to take responsibility for their 
own profits and losses, to make their own business deci- 
sions, to plan their own development, and to exercise 
self-restraint. Practice shows that these two reform mea- 
sures have yielded very remarkable results. The sharp 
increase in the last few years in China's foreign trade 
volume, especially in exports, is closely related to the 
increase of the country’s overall economic strength since 
we adopted the policy of reform and opening up. None- 
theless, reform of the foreign trade system was also an 
important factor for the increase in our foreign trade. Our 
foreign trade achievements are mainly demonstrated in the 
following areas: 


—Since 1988, the country’s exports have been raised to a 
new level every year, the growth of which has been much 
faster than before the country was opened up to the 
outside world. According to business statistics released 
by the Ministry of Foreign Economic Relations and 
Trade, China's total export volume increased an average 
11.9 percent annually between 1950 and 1987, while the 
average annual growth was 15.1 percent between 1979 
and 1991. At the same time, China’s export volume has 
risen from 32d place in the world in 1978 to 16th in 
1987, and to 13th in 1991. Our total exports in the first 
10 months of this year amounted to $65.154 billion, an 
increase of 17 percent over the same period last year. 


—The structure of our export commodities has been 
improved. The great majority of our exports in 1978 
were agricultural and sideline products, raw and pro- 
cessed materials, and other primary products; exported 
manufactured products accounted for less than 47 per- 
cent. The percentage of manufactured products 
exported was raised to 78 percent in 1991, and for the 
first few months of this year again increased 4 percent 
over the same period last year. Many products imported 
in the past have now become important export com- 
modities. In the past, China was mainly a technology 
importing country; now, while still importing tech- 
nology, we have begun to export some. In 1991, China 
imported $3.5 billion-worth of technology and exported 
$1.3 billion-worth of technology. 
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—China’s international balance of payments has been 
fundamentally improved. At the end of 1978, the coun- 
try’s foreign exchange reserve was only $167 million. It 
increased to $2.07 billion at the end of 1986, and again 
increased to $21.7 billion at the end of 1991. The foreign 
exchange reserve, together with the banks’ foreign 
exchange supply, exceeded $42 billion. 


—The economic efficiency of the foreign trade industry 
has improved noticeably. Cancellation of subsidies for 
exports has not only freed the state from a heavy 
financial burden, but has also notably improved foreign 
trade order. As a result, instances of unreasonably 
raising prices to procure export products and selling 
things at reduced prices to beat competitors have notice- 
ably decreased. 


3. Utilization of foreign funds and foreign economic and 
technological cooperation have developed in an all-around 
manner. Utilization of foreign funds is a brand new 
undertaking in China. Even the term “joint venture” was 
introduced from foreign countries in the late 1970's; and 
with Comrade Deng Xiaoping’s approval, we later began 
to discuss joint investment with overseas firms. Our utili- 
zation of foreign funds has developed rapidly because we 
have paid attention to training cadres for foreign economic 
and trade work, have worked to improve foreign-related 
economic legislation, adopted a series of policies and 
measures designed to attract foreign funds, speeded up 
infrastructural construction, and created the environment 
required for foreign investment. As of the end of 1991, 
China had signed 42,027 agreements on foreign invest- 
ment projects, attracting a total agreement amount of 
$52.3 billion in direct foreign investment, of which $23.3 
billion has actually been used. More than 17,000 foreign 
enterprises have been put into operation, of which about 
85 percent are of a production nature. Comrade Deng 
Xiaoping’s important remarks made earlier this year 
during his southern China inspection tour have further 
bolstered foreign investors’ interest and confidence in 
investing in China; as a result, foreign investment has 
increased noticeably. Between January and September this 
year, 27,808 direct foreign investment projects were 
approved, securing a total agreement amount of $30.6 
billion, an increase of 240 percent and 330 percent respec- 
tively over the same period last year. The numbers of large 
and medium foreign investment projects increased by a 
wide margin. On the average, the agreement amount of 
each foreign investment project increased 17.6 percent 
over the same period last year. 


To make up for the country’s shortage of construction 
funds, in addition to encouraging direct foreign invest- 
ment, we have secured overseas loans. As of the end of 
September this year, we had actually used $58.2 billion in 
preferential loans from foreign governments and interna- 
tional financial institutions. The great majority of these 
loans were used on developing infrastructure and produc- 
tion projects that are needed for economic development. 
The country’s net foreign debt was $60.5 billion at the end 
of 1991 (including the Bank of China’s overseas deposits, 
and day-to-day lending and borrowing between banks). 


34 NATIONAL AFFAIRS 


The rate of repaying principal and paying interest on loans 
was 8 percent, which is lower than the “alert level” of 20 
percent. Therefore, our ability to repay 1s assured. 


Contracting overseas projects and labor cooperation with 
foreign countries have also developed steadily. These are 
new undertakings which have developed since the country 
adopted the policy of reform and opening up. Between 
1979 and the end of June this year, agreements signed on 
contracting Overseas projects and on labor cooperation 
with foreign countries totalled $22 billion, of which 
projects worth $1 3 billion have been completed. At the end 
of June this year, about 100,000 people were working 
abroad to fulfill signed agreements. The relatively rapid 
development in the country’s contracting of overseas 
projects and international labor cooperation have not only 
increased our foreign exchange earnings, but have also 
provided us with an opportunity to learn some new con- 
struction management experience and skills. 


Our foreign aid work has been improved and strengthened. 
Since the country adopted the policy of reform and 
opening up, we have helped more than 70 developing 
countries build 451 complete projects and reinforce more 
than 300 completed projects. During the same period, we 
have sent medical teams to 42 countries; currently, more 
than 2,000 Chinese medical workers are working overseas 
on foreign- aid projects. The Chinese Government's policy 
of providing sincere aid to foreign countries has been given 
high marks by countries receiving aid. Our foreign aid 
work has been closely interwoven with our diplomatic 
work, enabling it to play an important role in advancing 
friendly and cooperative relations, and economic and 
trade relations between China and developing countries. 


Opening the door to the outside world and the develop- 
ment of foreign economic relations and trade have played 
an important part in the country’s socialist modernization 
drive. 


First, access to both domestic and overseas markets and 
resources has forcefully boosted the development of the 
country’s industrial and agricultural production, and accel- 
erated the readjustment of the country’s economic struc: 
ture. Means of production we import every year are mainly 
products in short supply and scarce materials on the 
domestic market, or are advanced and applicable tech- 
nology and eq:.ipment, which have greatly contributed to 
completing key state projects, and to the development of 
industrial and agricultural production. In the last few 
years, to keep pace with the state’s economic readjustment 
efforts, we increased the export of building materials, 
home electrical appliances, light industrial products, tex- 
tile products, and other commodities, sales of which were 
temporarily sluggish on the domestic market. By doing so, 
we not only increased exports, but also effectively sup- 
ported domestic enterprises’ production. 


Second, opening up and the development of foreign eco- 
nomic relations and trade have made up the insufficient 
funds for construction and strengthened construction in 
the energy, transportation, and communications sectors, 
and in such basic industries as raw and semifinished 
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materials. Construction of over 150 projects funded by 
loans from foreign governments were completed from 
1979 to 1991; and they have already begun commercial 
operation. For instance, four railway and harbor projects 
whose construction was funded by the first batch of loans 
granted by the Japanese Government are capable of 
boosting railroad freight volume by 62 million tonnes and 
harbor cargo handling capability by 35 million tonnes 
every year, thereby playing a considerably important role 
in alleviating the tight transportation schedule in north 
and east China. 


Third, the introduction of advanced technology together 
with advanced operating and management experiences has 
filled in the gaps in certain fields of technology in our 
country. in recent years, we successively imported various 
advanced technology and equipment, such as optical fiber 
cable manufacturing technology, special bearing produc- 
tion technology and processing equipment, electronic com- 
puter auxiliary technology, automotive manufacturing 
technology, and machine tool equipment and technology 
that integrates machine- building with electronic instru- 
ment panels. We used foreign funds to build a number of 
key projects of world advanced levels, such as the Shanghai 
Baoshan Iron and Steel Complex Corporation, the Qilu 
Petrochemical Corporation, the Beying Jeep plant, the 
Shanghai-Volkswagen Automotive Company, and the 
video display tube factories in Xianyang and Beijing. And, 
meanwhile, China introduced and learned some advanced 
technology as well as management experiences, and 
trained a number of qualified personnel by accepting 
international multilateral and bilateral economic and tech- 
nical assistance; winning contracts for construction jobs 
overseas, and conducting cooperation in providing labor 
Services. 


Fourth, opening up and the development of foreign eco- 
nomic relations and trade have increased financial revenue 
for the state and contributed to the accumulation of funds. 
In 1991, China’s tax revenue from foreign economic 
relations and trade exceeded 6.8 billion yuan. Import 
tariffs collected from business transactions directly related 
to foreign trade, the income tax turned over by enterprises 
producing export commodities to higher authorities, and 
the profits and taxes generated from imported commodi- 
ties’ being put into production, constituted a sizable finan- 
cial income for the state as well as local governments. 


Fifth, employment has increased. China's annua! import 
of means of production in the past few years provided jobs 
for about 3 million people. Over 10 million people are 
engaged in the manufacture of export goods and some 2 
million people are employed by factories processing sup- 
plied materials, producing goods according to supplied 
patterns, or engaging in compensatory trade in coastal 
areas. By the end of 1991, foreign-invested enterprises in 
operation had absorbed over 2 million people to work. 


Sixth, domestic market supplies have been enriched and 
enlivened. The advanced technology and equipment intro- 
duced into the country and imported raw materials for 
production have increased the country’s commodity pro- 
duction, put more goods on the market, improved the 


FBIS-CHI-92-247 
23 December 1992 


variety of colors and designs, and upgraded commodities. 
China has also imported some commodities in great 
demand and thus played a positive role in easing the 
imbalance between supply and demand, adjusting com- 
modity designs, enriching the people's lives, and with- 
drawing currency from circulation. 


In addition, the large number of cadres have broadened 
their outlook, increased their knowledge, and accumulated 
experiences through the activities of foreign trade; its 
influence on China's economic development cannot be 
underestimated. Meanwhile, the development of foreign 
economic relations and trade has forcefully coordinated 
and supported China's diplomatic work, and has made 
contributions to the creation of a good international envi- 
ronment for China’s socialist modernization drive. 


Seize the Opportunities, Accept the Challenges, Open 
Wider to the Outside World, and Accelerate the 
coos © © Saaeee for Development in all 

rect 


The 14th CPC National Congress reiterated that the sec- 
ond-step objective of development—achieving the level of 
a fairly comfortable life—must be attained in the 1990's. Ii 
also proposed that we accomplish the third-step objective 
of development—the basic realization of socialist modern- 
ization—by the 100th founding anniversary of the state. 
This 1s a magnificent and arduous task, and to attain this 
goal, we must open wider to the outside world and accel- 
erate the development of foreign economic relations and 
trade 


The development of the international economy has shown 
us a more and more obvious world economic trend— 
mutual dependence, cooperation, and competition. It 1s 
impossible for any closed-door economies to develop 
quickly. Therefore, to become an economic power, we 
must become a foreign trade power. The two matters 
supplement each other. The current international situation 
has offered opportunities and challenges to our efforts to 
open wider to the outside world and to speed up the 
development of foreign economic relations and trade. 
Generally speaking, the bipolar structure has come to an 
end. Although the international situation 1s still turbulent 
and ethnic contradictions, territorial disputes, and reli- 
gious feuds are salient in some countries and regions— 
even leading to bloody conflicts and regional wars-—it 1s 
still hopeful that we can strive for a peaceful international 
environment and avoid a new world war. This has created 
a favorable environment and conditions for us to expand 
and step up the development of foreign economic relations 
and trade. As Western developed countries, and some 
developing industrial countnes and regions are undergoing 
structural readjustment, some of their industries are losing 
their competitive advantages. This has offered China more 
opportunities to participate in the competition on the 
international market. Moreover, international capital 
always moves to places with bigger markets, lower costs, 
and better investment environments. This kind of move- 
ment does not occur at people's will, and China has an 
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upperhand in this regard. Therefore, we should seize this 
opportunity and further create conditions for faster devel- 
opment. 


While talking about favorable conditions, we should also 
notice the troublesome side. For example, the universal 
sluggish economies in Western developed countries, the 
recession on the international market, the growing obvious 
trend of the politicalization of international economic 
relations; the rise of protectionism; the intensification of 
trade friction between China and other developed coun- 
tries; the seriously imperiled world trade system with 
GATT as the center, and fiercer competition from our 
neighboring countries and many developing countries, 
which are stepping up their pace of opening up and 
development, among others. These are all severe chal- 
lenges we are facing. But as long as we conscientiously 
implement the guidelines of the 14th CPC National Con- 
gress, understand the urgency of speeding up economic 
development, seize the opportunities, bravely accept the 
challenges, turn the pressure into driving forces, and 
actively take part in international competition, China will 
see greater development in foreign economic relations and 
trade. 


1. It 1s necessary for us to further emancipate the mind, 
change our concepts, and seek unity of thinking in accor- 
dance with the principle governing a socialist market 
economy as well as the overall policy of opening up. We 
carry out reform and the open policy for the purpose of 
accelerating national economic development, expanding 
socialist productive forces, strengthening the comprehen- 
sive national power of a socialist country, and improving 
the people's living standards. Therefore, it 1s necessary for 
us tO acquire a correct viewpoint when handling the 
relauionship between opening up to the outside world and 
protecting the national economy. 


First, opening our doors to the outside world 1s not going 
to [negatively] affect our national economic development, 
instead, it wall greatly promote national economic devel- 
opment. It 1s an experience generally encountered by most 
countnes, as well as an experience proved by China's 
practice in opening its doors to the outside world over the 
past 14 years. For instance, Taiwan region, Korea, and 
Singapore implemented the strategy of import substitutes 
by taking such measures as increasing tariffs, putting 
imports under control, and adopting various foreign 
exchange rates to protect their domestic markets back in 
the 1950's. It produced some results in developing their 
respective national or regional industries, and improving 
the adverse balance of international payments. However, 
the simple strategy of import substitutes 1s based on the 
domestic market. Therefore, economic development 1s 
subject to restrictions by the scale of the market as well as 
availability of resources at home. The strategy cannot 
effectively make use of other countnes’ operating and 
management experiences or their technological achieve- 
ments. As a result, it 1s difficult for countnes or regions 
adopting such a strategy to further promote their economic 
development. Meanwhile, implementation of such a 
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Strategy will inevitably necessitate stepped-up trade pro- 
tectionism, resulting in low production efficiency, high 
costs, uncertain quality, and products lack of competitive- 
ness. Therefore, such a strategy continuously weakens the 
positive role it can play in promoting economic develop- 
ment while its negative role in hampering economic devel- 
opment is increasingly exposed. The economic growth rate 
of Taiwan region, Korea, and Singapore slowed down 
noticeably and their economies were in the doldrums by 
the end of the 1950's. Beginning in the early 1960's, they 
implemenied the export-onented economic development 
strategy by adopting the measures of easing trade protec- 
tionism, reducing tariffs, and relaxing control over foreign 
exchange. The important role they played in promoting 
economic development by leaps and bounds is widely 
known. In recent years, many Latin American countries 
have implemented the opening up policy and their econo- 
mies have begun to enjoy marked development. 


In the early 1980's, China imported a number of home 
appliance production lines and household electrical con- 
sumer goods. What were the results? China's home appli- 
ance industry was not beaten by such imports. On the 
contrary, the industry enjoyed even more rapid develop- 
ment under pressure from competition against foreign 
products. Many products, such as TV sets, videocassette 
recorders, refrigerators, and washing machines, have 
already been exported in large quantity. China has even 
become a large exporting country of such products as 
stereos, videocassette recorders, and new types of toys, 
which were not previously available in China. If China had 
remained a closed market to the outside world, today, it 
would not be possible to see such a variety of colorful 
commodities on display in stores, that China is exporting 
so many highly competitive commodities, that its national 
industry has enjoyed such great development, and that the 
living standards of the Chinese people have been improved 
so noticeably. 


The above mentioned serves to explain from both positive 
and negative experiences that closing our doors to the 
outside world will only lead to economic slowdown and 
Stagnation, and that only opening up can promote acceler- 
ating economic development. In addition, foreign trade 
invariably involves imporis and exports. We cannot 
permit too wide a gap to exist between imports and 
exports, nor can we only export goods and commodities 
without permitting imports. However, as China is a devel- 
oping country, we should spend our limited foreign 
exchange on areas where they are needed most and, 
therefore, we should have a sound, rational structure of 
import commodities. In this respect, we can exercise 
regulation and control mainly through such economic 
means as tariffs. 


Second, we should appropriately open up the domestic 
market, but we should not do so indiscriminately or 
unconditionally. Along with domestic industrial restruc- 
turing, we should selectively open up our market to foreign 
competitors. We should protect new industries that are 
still in the initial stages of development, however, such 
protection should be granted in accordance with relevant 
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GATT rules. We should phase out protective measures for 
fairly well-established and competitive industries, and we 
should encourage these industries to compete on the 
international market. Endless protection for backward 
industries will not produce good results. We should learn 
the painful experiences of some countries in this respect. 
By selectively opening up the domestic market to foreign 
competitors, we can promote the restructuring of domestic 
industries, accelerate the updating and renewal of our 
products, and ultimately attain the goal of increasing 
exports, while fulfilling the demands of other countries 
that we open up our market and increase imports. Our 
export and import policies are designed to maintain an 
overall balance in exports and imports whiie preserving 
needed amounts of foreign exchange reserves. These poli- 
cies match our efforts to restore our status as a GATT 
signatory. In brief, it is inappropriate and impossible not 
to open up the domestic market while implementing the 
policy of opening up to the outside world. 


Third, in utilizing foreign capital, we should encourage 
labor-intensive small and medium enterprises that pro- 
duce relatively simple products to gear their production 
toward the international market. We should duly open up 
some sectors of the domestic market to capital-intensive 
projects that involve new and high technology, and con- 
form with our country’s industrial policies. This will 
encourage transnational companies from other countries 
to invest in Our Country, cooperate with us, and improve 
the competitiveness of our country’s high value-added 
products and commodities based primarily on new and 
high technology. Moreover, it will inevitably and gradually 
turn these small and medium enterprises into major export 
concerns in our country after they have undergone a 
maturing process. 


2. We should take additional steps to earnestly improve 
our SEZs, economic and technological development 
zones, and open coastal cities. We should also actively 
support and assist in the effort to open up border and 
inland cities. In his report to the 14th CPC National 
Congress, Comrade Jiang Zemin said: We should ensure 
rational distribution and better management of economic 
and technological development zones, as well as develop- 
ment zones for industries using high and new technology. 
We should build a unified, large market that covers the 
entire country. The conduct of foreign trade requires the 
implementation of a unified foreign trade system and 
uniform policies throughout the country. Efforts by var- 
ious localities to adopt special preferential policies to 
attract foreign funds for use in setting up development 
zones will certainly affect competition on an equal footing. 
will likely cause trade friction abroad, and may ultimately 
bring little or no benefits to us. We should pay attention to 
rebuilding old enterprises and old cities while establishing 
economic and technological development zones that we 
really need and whose construction has been approved by 
the authorities. Many old enterprises located in urban 
centers are now saddled with outmoded technology, equip- 
ment, and products. We should encourage them to relocate 
to development zones and set up factories there in con- 
junction with foreign enterprises. This will help update the 
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old factories and turn outdated products into new com- 
modities that satisfy market demands. Besides, we can use 
the premises of the old factories in urban centers to 
develop real estate and tertiary industries. This will help 
rebuild old cities. We should prevent the emergence of a 
radially diffusive investment pattern in which we leave the 
old enterprises where they are now located and build large 
numbers of new factories in development zones. The 
hinterland of our country has abundant resources. There 
are bright prospects for achieving economic prosperity 
there, if we use foreign capital to accelerate the exploita- 
tion and utilization of resources. In sum, we should make 
overall plans, act within our capabilities, ensure rational 
deployment, stress practical results, and work hard to 
improve the management of development zones. 


3. We should earnestly implement the strategies of “diver- 
sifying our markets” and “making quality our winning 
point.” Although our country has made substantial 
progress in foreign trade, we still lag considerably behind 
countries and regions that have made fairly rapid progress 
in this area. Compared to the “four little dragons,”” our 
country’s trade volume reached $135.7 billion last year, 
which, though slightly higher than Singapore's, was still 
below the levels of the others. Despite this year’s more 
rapid growth in foreign trade, our country has yet to catch 
up with Hong Kong. Ours is a large country with a 
population of over 1.1 billion; it has vast potential for 
development. Therefore, we must formulate and imple- 
ment development strategies that, while conforming to 
international practices, are suited to our national condi- 
tions. We must also accelerate the pace of reform and 
opening up, in an effort to unleash our tremendous energy. 
Currently, our exports to the United States, a few West 
European developed countries, Japan, and Hong Kong 
account for more than 70 percent of our total exports. This 
has limited our ability to develop foreign economic rela- 
tions and trade; it also poses certain risks. For this reason, 
we should try to tap new markets and implement market 
diversification strategies, while preserving and developing 
the markets that we already possess. We should pay 
attention to tapping new markets in developed countries 
and regions, as well as in developing countries and neigh- 
boring states. We should adopt flexible trade practices that 
are appropriate to these countries and regions. We should 
select suitable places and set up shareholding trade centers, 
distribution centers, and wholesale and retail outlets that 
run like operational entities. We should also take various 
measures to establish after-sales service networks and set 
up factories io locally produce and assemble commodities 
that are in demand. Meanwhile, we should improve overall 
import regulation and guidance; gradually resolve the 
problems of exporting to some countries more than we 
import from them or exporting without importing: and 
effectively implement market diversification strategies. 


Quality and reputation are the lifeblood of foreign eco- 
nomic relations and trade; they are the most basic condi- 
tions for developing markets and improving economic 
performance. Without solving this problem, we cannot 
significantly increase our exports, and we shall also lose the 
markets that we have already developed. The quality of 
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export commodities, and the way in which foreign eco- 
nomic relations and trade are conducted, reflect the stan- 
dard of a nation; they have an impact on our country’s 
efforts to defend socialism and to protect its image of 
reform and openness. We should never lower our guard in 
this respect. By conducting in-depth, lively, and vivid 
educational programs on a continuous basis, we should 
create public opinion that favors quality and improve 
quality awareness in all industries and throughout society. 
We should work conscientiously to maintain quality and to 
protect our reputation in foreign trade, viewing these 
efforts as practical actions to protect the country’s name. 
Meanwhile, we should concentrate on instituting and 
improving the licensing system for the production of 
quality export goods. Under this system, commodity 
inspection departments and competent industrial depart- 
ments will issue licenses to enterprises that manufacture 
export products, after they have conducted rigorous 
inspections. Enterprises affiliated with foreign trade 
departments began to implement this system in 1992. In 
the future, we should gradually implement this system in 
other enterprises that manufacture export products. We 
should make the production of export commodities a 
specialized sector and build production bases for export- 
oriented agricultural and sideline products. The most 
fundamental solution would be to strengthen research and 
development regarding new products. Enterprises that 
manufacture export products should supply more new 
products to the international market—products that have 
a higher added value and whose production involves the 
substantial use of new and high technology. 


Further Reform the System of Foreign Economic 
Relations and Trade and Accelerate tie Development of 
This Sector 


1. We should transform relevant functions, streamline 
administration, and further reform the management mech- 
anism for foreign economic relations and trade. We should 
transform our functions in managing foreign economic 
relations and trade. We should primarily use legal means, 
policies, and economic devices to strengthen overall man- 
agement of foreign economic relations and trade, supple- 
menting our efforts with the necessary administrative 
means. We should take the same approach toward weak- 
ening piecemeal-style management of foreign economic 
relations and trade. We should further reform our man- 
agement mechanisms regarding planning, licensing, quota 
allocation, foreign capital, loans, and assistance for foreign 
countries, in order to establish an overall management 
system that is scientific, rigorous, and practicable. We 
should scale back, by the largest possible margin, the 
piecemeal practice of examining and approving applica- 
tions, and we should allow government departments to 
play a better role in planning, coordination, supervision, 
and service. We should make every effort to facilitate the 
separation of government and enterprise functions. This 
will ensure the government's macroeconomic regulation 
and control over enterprises while allowing the latter to 
operate independently, and to assume sole responsibility 
for their own profits and losses, and for their decisions 
whether to expand or curtail their operations. In keeping 
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with the needs of transforming functions, we should adopt 
necessary measures to reorganize departments under the 
Ministry of Foreign Economic Relations and Trade [MOF- 
ERT]. This will trim the departments in charge of specific 
areas, while beefing up overall management departments 
and changing the functions of MOFERT-affiliated depart- 
ments into overall management. On the basis of this 
approach, we should streamline personnel and institute an 
overall management system for foreign economic relations 
and trade that is scientific, effective, and unique to China, 
and that conforms to international norms. Meanwhile, we 
should accelerate the enactment of laws governing foreign 
economic relations and trade, adopt measures to introduce 
a more open management style, and promote greater 
progress in economic relations and trade in accordance 
with the requirements of developing a socialist market 
economy and in conformity with international practices. 


2. We should further reform the import and export man- 
agement system according to requirements for building a 
socialist market economic system. To meet the require- 
ments of a socialist market economic system, we should 
further decontrol export commodities. With the exception 
of a few categories of commodities that are exported in 
bulk and that affect the national economy and the people's 
livelihood; traditional export commodities that are 
exported in bulk and that occupy an important position in 
the country’s exports; important commodities that domi- 
nate international markets or a specific market; commod- 
ities on which a quota has been imposed on us by foreign 
countries; commodities that foreign countries have asked 
us to limit the export quantities of by ourselves; commod- 
ities that are exported in large quantity and that can easily 
cause disorder in the market; important, famous brand- 
name specialty products for export; and export commodi- 
ties that should meet special requirements—which we will 
continue to control in a scientific manner—other export 
commodities should be decontrolled in a systematic way 
on the basis of taking responsibility for one’s own profits 
and losses, and according to the principle of competing on 
an equal footing. We should further reform the regulations 
ON quota assigning and management. Quota assigning 
should be linked to a unit’s export performance, especially 
the export of commodities not subject to quota limits, 
based on established regulations. Assigning of quotas 
should be scientifically completed at one time, no part 
should be reserved, and the process of the work should be 
made known to the public. To meet the challenges that 
domestic enterprises will face after China restores its 
signatory position in GATT, reform of the import system 
should also be appropriately speeded up. We will join 
other concerned departments in drawing up “Regulations 
Governing Import Commodities” as early as possible so 
that, in accordance with the requirements of a socialist 
market economy and international practice, we will grad- 
ually be able to mainly use tariffs, exchange rates, taxation, 
and other economic means to regulate imports, thereby 
reducing administrative control. 


3. We should earnestly implement the “Regulations on 
Transforming the Operating Mechanisms of State-Owned 
Industrial Enterprises,” deepen reform of foreign trade 
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enterprises’ management mechanisms, separate govern- 
ment administration from enterprise management, and 
truly delegate management powers to enterprises, so that 
foreign trade enterprises will truly become legal entities 
and major competitors in the market that can make their 
own business decisions, take responsibility for their own 
profits and losses, develop on their own, and exercise 
self-restraint. To transform enterprises’ operating mecha- 
nisms, first we need to change the way we think, further 
emancipate our minds, eradicate outmoded ideas and 
impractical thinking, do things in a down-to-earth manner, 
and implement the “Regulations” in light of the local 
Situation and in accordance with existing conditions. We 
should feel free to do things that conform to the spirit of 
the “Regulations” and the reality of economic and trade 
work. In transforming their operating mechanisms, foreign 
trade enterprises should carry out 10 transformations: 
Turning themselves from implements of state’s plans into 
commodity importers and exporters who will more self- 
consciously expose themselves to the market and take part 
in competition; turning themselves from mainly earning 
foreign exchange into paying attention to both foreign 
exchange earnings and improving efficiency; turning them- 
selves from expanding markets mainly with low-priced 
commodities to beating competitors with good-quality 
products; turning themselves from excessively relying on a 
few markets into diversifying markets; turning their mis- 
givings and wait-and-see attitude toward foreign investors 
into actively utilizing foreign investment; turning them- 
selves from mainly relying on procuring export products 
into developing the agency system, establishing manufac- 
turing facilities, and establishing bases that can steadily 
supply export commodities; turning short-term business 
Operations into ones dominating the market for a long 
time; turning the attitude of waiting for customers into 
taking the initiative in marketing products, gradually 
turning enterprises’ individual business operations into 
group operations; turning the current practice of dealing in 
one category of products into concentrating on one cate- 
gory of products while dealing in other kinds of products: 
and turning the current relatively simple trade form into a 
diverse and flexible trade form. These 10 transformations 
are needed to meet requirements arising from the devel- 
opment of a socialist market economy. All foreign trade 
enterprises should seriously carry out these transforma- 
tions and should strive to accelerate the speed of the 
transformation. 


We should further implement and refine the contract 
responsibility system for foreign trade management. For- 
eign trade enterprises should have clearly-defined contract 
responsibility toward the state—-they must not take 
responsibility for their profits but not their losses, and they 
should be responsible for preserving the value and appre- 
ciation of state-owned assets. We should improve the way 
in which state-owned foreign trade enterprises fulfill their 
tasks and we should experiment with the joint-stock 
system. We may allow, on a trial basis, workers of some 
foreign trade enterprises to buy a small number of shares in 
order to closely link workers’ interests to those of the state 
and enterprises, to further motivate workers, and to 
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Strengthen the bond between workers and enterprises. 
While implementing the joint-stock system, we should 
insist on basing it on the public ownership system; the 
buying of shares by workers should be confined within a 
certain limit—for example, not more than 20 percent of an 
enterprise’s total shares. Workers’ personal shares should 
not be allowed to be transferred to others or sold on the 
market; workers should sell their shares back to the enter- 
prise when they leave, and should not be allowed to take 
the shares with them; workers’ shares must be bought with 
cash and they are not allowed to be given free of charge. 
Share buying may be linked to the individuals’ job respon- 
sibilities. There should be some differences between enter- 
prise managers and ordinary workers in the buying of 
shares; however, the amount of shares bought by managers 
should not be too large. 


4. We should encourage foreign trade enterprises to engage 
in both manufacturing and marketing operations, to 
operate as a group, and to internationalize their opera- 
tions. We should actively create necessary conditions to 
combine sale and manufacturing operations, sale and 
agricultural production, sale and marketing operations, 
and sale and technological development, so that foreign 
trade enterprises will gradually associate with one another, 
use one’s strength to compensate the others’ deficiencies, 
and gradually develop into export-oriented enterprise 
groups or joint-stock companies that are more competitive 
on international markets; and that combine sale and 
manufacturing operations (agricultural production, tech- 
nological development) while majoring in foreign trade. At 
the same time, we should delegate more important deci- 
sion powers to enterprises and de facto enterprise groups 
that meet set conditions so that they can gradually develop 
into export-oriented enterprise groups that are based on 
manufacturing operations and that combine manufac- 
turing (agricultural production, technological develop- 
ment) and sale operations—like some European and 
American multinational industrial corporations. We 
should let these enterprise groups directly compete and 
develop on the international market. In addition, some 
large and medium-sized enterprises that meet certain 
requirements should be encouraged to internationalize 
their business operations and to develop into multina- 
tional companies. 


5. We should effectively combine scientific and technolog- 
ical development with the development of foreign eco- 
nomic relations and trade. Competition of quality and 
efficiency is actually competition of scientific and techno- 
logical strength, and educational quality. The Chinese 
nation is a great nation with profound wisdom. Since the 
founding of the People’s Republic, we have established a 
relatively complete and strong scientific research corps 
that has great potential. However, this potential has not 
been fully unleashed due to unreasonable systems. Cur- 
rently, many research results have still not been effectively 
and efficiently transformed into commodities, especially 
into export commodities. Therefore, we should establish as 
early as possible a system and mechanisms for combining 
scientific and technological development with economic 
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development, and strive to refine these system and mech- 
anisms, in order to enable research results to be rapidly 
transformed into export commodities with high added 
value. At the same time, we should delegate foreign trade 
powers to scientific research units that meet set require- 
ments and encourage them to directly participate in inter- 
national scientific and technological cooperation, and to 
take part in competition on the international market, in 
order to increase their strengths. The development of 
China’s foreign trade would be even more hopeful if 
marketing, manufacturing, agricultural production, and 
technological development could be more closely com- 
bined; if China's own scientific and technological develop- 
ment could be better combined with imported, advanced 
foreign technology and with the development of domestic 
and international markets; if intellectual property rights 
could be further protected; if the vast numbers of scien- 
tists, technical workers, and intellectuals were properly 
motivated; and if we paid greater attention to nurturing 
specialized personnel, especially all-around personnel who 
have reasonable knowledge about the economy, tech- 
nology, foreign trade, and industry. 


Journal Hails ‘Healthy Economic Development’ 


HK2212145192 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 49, 7 Dec 92 p § 


[Article by Gao Ginglin (7559 1987 2651): “Year End 
Economic Commentary: New Trends in China's Healthy 
Economic Development’’] 


[Text] The change from a slow and steady rebound to a 
high growth rate is the strongest impression left by the 
1992 national economic situation. In the last quarter of 
1990, the Chinese economy began to come out of the valley 
with a steady rebound. After Deng Xiaoping’s remarks 
during his southern inspection tour early this year, the 
CPC Central Committee Political Bureau Plenary Session 
decided to accelerate the pace of reform, opening up, and 
economic construction; and a new situation of accelerated 
economic development has surfaced in China’s economy, 
with an eye-catching momentum and increased range. 
According to estimates by related departments, this year, 
the growth rate of China’s economy in its entirety is 
approaching the mid-1980's level. In October, industrial 
gross Output value at and above township levels nation- 
wide showed an increase of 22.4 percent over the same 
period last year; the accumulated general import and 
export volume in the first 10 months of the year was 
$124.8 billion, up by 19.7 percent over the same period 
last year; retail sales increased and thrived with each 
passing quarter; the means of production market remained 
active; and the sales volume of the goods and equipment 
supply system showed an increase of 52.4 percent in 
October over the same period last year. The high rate of 
operation has sustained its momentum since the beginning 
of the last quarter. It is certain that 1992 will be a year of 
high economic growth in China. 
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How should we view the high economic growth? Our basic 
judgment is that the mainstream is healthy and the devel- 
opment momemtum sound. First, the agricultural situa- 
tion is optimistic. A good harvest was reaped this year after 
several bumper harvests in consecutive years. The year 
1991 was the second with a record output in grain and 
cotton, the growth rate in animal husbandry and fishery 
was around 8 percent, and the gross agricultural output 
value for the year increased 3.7 percent. It is estimated that 
grain production this year will basically maintain last 
year’s level and gross agricultural output value will con- 
tinue to grow 4-5 percent. Second, the quality of economic 
operations ls somewhat improved this year; under the 
condition of rather fast growth in industrial production, 
the convergence of production with demand has turned for 
the better and economic results have improved with each 
passing quarter. The comprehensive index of economic 
results in industrial enterprises with independent 
accounting at and above township level between January 
and September was 87.74 percent, up 4.85 percent over the 
same period last year; profits and taxes realized by state- 
owned industrial enterprises inside the budget enjoyed 
continuous growth. And third, with the accelerated pace in 
building key national projects, the irrationality of the 
investment structure has somewhat improved and the 
growth rate of investment in communications and trans- 
portation has gone up and its proportion in the general 
investment volume is expanding. The conditions for finan- 
cial revenue and expenditure have been sound; there has 
been ample supplies in the retail sales and means of 
production markets; marketing has thrived; and foreign 
trade has grown by a wide margin. All this proves this 
year’s sound economic situation. 


Another big event in China’s economic life this year was 
the 14th CPC National Congress deciding that the goal for 
China’s economic restructuring was to build a socialist 
market economic structure. The setting of this goal has 
opened up broad prospects for China to develop social 
productive forces at the present stage. Various places and 
departments have seized this favorable opportunity to 
work hard to raise their work up to another new plane. We 
can foresee that the pattern of a high economic growth rate 
will continue. This being the case, to insure the economy 
operates on a healthy track is an important topic facing us 
in the next step. 


In light of historical experience, people more often than 
not are happy about a high growth rate but not without 
simultaneous worries, lest there should be a repetition of 
an overheated economy. Experts and scholars have con- 
ducted innumerable demonstrations on this point since the 
beginning of this year. The State Statistics Bureau has also 
published a relevant report and the common under- 
Standing is that, lying low in the economy is a dangerous 
tendency of short supply of resources, great currency 
demand, and rather high price raises. However, the situa- 
tion is still within the entire economy’s capacity to bear. 
The State Statistics Bureau's monitoring model also shows 
that the current national economy is at a juncture of the 
yellow light (tending toward being heated) and the red light 
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(heated) area; but, on the whole, it is acceptable. In other 
words, the overheated economy issue is not yet on the 
horizon. 


However, to maintain a high growth rate, it is imperative 
to face squarely the new conditions and problems surfacing 
in economic operations. Should there be a repetition of the 
tense situation in energy resources, transportation, and 
means of production, it would result in continuous price 
raises for the means of production. For another example, 
the purchasing power of social groups has increased at a 
high rate. In the three quarters of the year, this index went 
up 19.1 percent over the same period last year, an increase 
range 4.4 percent higher than that of retail sale of con- 
sumer goods. At the same time, the structure of goods kept 
in stock is not entirely rational and the volume of goods 
kept in stock in late September was |.9 percent higher than 
the same period last year. 


These problems show that, in the economic life, the 
readjustment of the industrial set up and product mix and 
the improvement in economic results remain conspicuous. 
This also shows that the goal of building the socialist 
market economy to nurture production and consumption 
with the market has just been set out and the road ahead 
can still be very long in realizing this goal. 


However, things are different from the past after all. The 
goal of the socialist market economy has been made 
explicitly, there are sufficient experiences accumulated in 
the 14-year reform and opening up, the comprehensive 
national strength has been greatly augmented, and the ties 
between China’s economy and the world economy have 
become even more close. In short, we have a greater 
capability for resolving the aforesaid problems. We believe 
that so long as we work hard with unremitting efforts 
according to the goal the 14th CPC National Congress set, 
China’s economy will inevitably enter the new track of 
sustained high and healthy growth rate. 


Market Economy Praised for Advancing Fconomy 


OW2312110992 Beijing XINHUA in English 0901 
GMT 23 Dec 92 


[Text] Hefei, December 23 (XINHUA) —The target of 
establishing the socialist market economy system in China 
has made many state large and medium-sized enterprises 
confidently step into various markets. 


In east China’s six provinces and one municipality, which 
include Shandong, Jiangsu, Zhejiang, Fujian, Jiangxi, 
Anhui Provinces and Shanghai, “how can an enterprise 
relate closely with markets”, recently has become the 
popular topic among enterprise executives. 


The country is now deepening the reform of enterprises, 
which is aimed at pushing the state large and medium- 
sized enterprises to the market. 


China has about 12,000 state large and medium-sized 
enterprises, which comprise 2.9 percent of the total indus- 
trial enterprises in the country. 
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The output value they achieve, however, makes nearly half 
of the total industrial output value of the country, with 67 
percent of the country’s total pre-tax profits raised by 
them. 


These enterprises are engaged in most of the basic indus- 
tries, such as energy, communications, power-supply, large 
machinery, iron and steel, and the chemical industry. 


In the market-economy reform, these enterprises are 
expected to become independent commodity production 
and management units and must assume sole responsi- 
bility for their profits and losses. 


“The economic reform has broken with the original purely 
planned economy,” said Li Zongmi, manager of the Anhui 
Hefei Iron and Steel Company, adding, “if an enterprise is 
striving for rapid development, it should get a firm foot- 
hold in the market.” 


The company had consecutive losses during the past few 
years. Since the latter half of last year, however, guided by 
market information, it has developed four new products 
and thus brought about a radical change in the situation: 
for the first time the enterprise made up the deficits and 
increased surpluses. 


In the first ten months of this year, the sales income of the 
company was 42.5 percent up over the same period of last 
year, and the total pre-tax profits increased 100 percent. 


Lu Zhiwei, chairman of the board of the Jiangsu Suzhou 
Xiangxuehai Electrical Appliance Company, said that only 
by shaking off the influence of the centralized planned 
economy, can enterprises stand firmly in the market. 


In 1988, the sales volume of the enterprise tock the second 
place in the same trade in China. 


But shortly after, the government department concerned 
told the plant to produce the old products despite of the 
changing market demands, and as a result the company 
suffered great losses. 


This year, government departments did not meddle in the 
enterprise's production plan any longer. The company has 
grasped the opportunity, readjusted the product mix, and 
developed new iceboxes and television sets. 


In the first ten months of this year, the general sales 
volume of refrigerators and iceboxes increased by 32.2 
percent over the same period of last year. 


Actually, in the 14-year-old economic reform, many state 
enterprises have made much progress in suiting their 
production to market demands. “Our reform was started 
by entering the market,” said Zhang Jianhui, head of the 
Shandong Jining Antibiotic Factory, “it proved to be a 
great success.” 


Eight years ago, the factory was unknown to the public, but 
now it has become China’s key medicine enterprise with its 
big economic returns ranking in the trade’s top five. 
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In 1984, when the factory first directly placed its products 
onto the market, it was not well informed with the latest 
market messages and many products were stockpiled, 
leading to losses. 


A year later, besides developing new varieties of products, 
the factory established 42 information and sales posts in 
Jiangsu, Anhui, Henan And SHandong Provinces. As a 
result, the small factory made up its deficits sooner than 
anticipated. 


To date, its products have been sold to a dozen of 
provinces and municipalities, and also exported to a dozen 
foreign countries and regions. 


Along with the shift to the market economy, in the past 14 
years, the centralized planned economy in China has been 
gradually decreased. According to officials from the State 
Commission for restructuring the Economy, presently the 
proportion regulated by market in China's industries has 
been raised to 84 percent, while mandatory plans only take 
16 percent. 


Production materials monopolized by the state have been 
decreased to 19 kinds, and among the prices of industrial 
materials, the government-fixed account for less than 30 
percent. 


To help the state enterprises enter the market, the central 
government has formulated regulations to let enterprises 
enjoy 14 autonomy rights, and has actively set up produc- 
tion materials, labor force, investment, and professional 
personnel markets. 


All these measures have created a better external environ- 
ment for state large and medium-sized enterprises. 


Some economists predict that after the establishment of 
the market economy, a fierce competition situation would 
appear. It is possible for some enterprises which incur 
successive losses to be eliminated through competition. 


‘Tax Breaks’ Planned for Private Businesses 


HK2312041892 Being CHINA DAILY in English 23 
Dec 92 p 2 


[By staff reporter Zhang Yu'an: “Private Businesses To 
Enjoy Income Tax Breaks”] 


[Text] China has decided to readjust its income tax policy 
On private businesses in order to encourage their develop- 
ment, a reliable source from the State Taxation Adminis- 
tration revealed yesterday. 


The new policy, to be effective from January |, is designed 
to create conditions for fair development of private busi- 
nesses as for State-owned and collectively-owned firms 
and will provide private firms with tax treatments more 
preferential compared to previous ones, the source said. 


By the end of June this year, there were 110,700 private 
businesses and 14.1 million self-employed people in 
China. 


42 NATIONAL AFFAIRS 


According to the new policy, new private businesses 
involved in fodder processing industry will enjoy income 
tax exemption for three years from the first day of opera- 
tion. 


Those existing fodder processing private factories will be 
allowed to pay only half of the originally-required income 
tax in the coming three years, the source said. 


Private businesses, which invest in energy resources and 
communications as well as the country’s border, poor and 
minority nationality areas, will be able to enjoy a 50 
percent income tax deduction for five years. 


The State will not levy income taxes on the profits which 
private firms re-invest in those industries and areas, the 
source said. 


Meanwhile, private high and new technology firms, which 
win recognition from relevant State departments, will 
enjoy the same preferential treatment as that for other 
types of businesses if the firms are located in technology 
development zones approved by the State Council. 


Economist Du Runsheng Addresses Henan 
Seminar 


HK2312041692 Zhengzhou Henan People's Radio 
Network in Mandarin 2300 GMT 19 Dec 92 


[Text] The Seminar on Reforming Circulation Systems in 
Rural Reform Experimental Zones Throughout the 
Country was held in Shanggiu city 13-17 December. The 
renowned economist Du Runsheng, former director of the 
CPC Central Committee Rural Policy Research Center, 
attended the meeting. He was joined by approximately 200 
participants, including experts and scholars from science 
research institutes and relevant State Council ministries 
and committees; representatives of 26 experimental vil- 
lages in 17 provinces, municipalities, and autonomous 
regions in the country; Henan Vice Governor (Li Pengyu); 
and the comrades in charge of the relevant departments 
directly under the provincial authorities. 


Li Changchun, provincial party secretary and governor, 
came to the meeting to greet all the participants. State 
Councillor Chen Junsheng sent a congratulatory message 
to the meeting. He pointed out: Al present, the problem of 
sluggish farm and sideline products circulation 1s still very 
acute, and it has become a general phenomenon in which 
peasants find it difficult to sell their products and make 
desired purchases. If this problem remains unsolved, it will 
inevitably affect rural economic development and stability 
throughout society. 


The experts and scholars discussed ways to promote rural 
circulation system reform and construction under the 
condition of the socialist market economy 


Du Runsheng made a report on a special topic. He pointed 
out: There are three criteria for judging the market 
economy. First, whether the market or the mandatory plan 
determines the allocation of resources. Second, whether a 
market structure has fully developed 1s judged not only by 
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market behavior but also on a legal basis. Third, to what 
degree have various economic systems changed from the 
closed pattern to an open pattern, and have various 
economic sectors participated in market competition on 
an equal footing and in a free manner? 


Du Runsheng stressed that, in order to tackle various 
conflicts in the circulation of farm products in our country, 
it is NOt enough to rely only on the government's regulatory 
ability in the areas of production and sale; it is necessary to 
rely on market regulation. He emphasized that only the 
market can solve the problem of resource allocation. 


Collectively Owned Enterprises Group Established 
OW 2212211592 Beying XINHUA in English 1604 
GMT 22 Dec 92 


[Text] Beijing, December 22 (XINHUA)}—A federation of 
China’s one million-plus collectively-run commercial 
enterprises was set up here today. 


According to He Jihai, president of the federation, the 
newly-established organization, focusing on market 
economy, will help these enterprises break the regional 
restrictions and lead them to set up an economically 
coordinated body regardless of the differences of owner- 
ship, industries and regions. 


The coordinated body will be founded on the basis of 
mutual benefits and of the members’ own will, the official 
said. 


Meanwhile, the federation will help these enterprises set 
up bases of goods and material resources and help them 
engage in the activities of investment and management 
jointly besides sharing profits and losses. 


He noted that the state’s collectively-run commercial 
enterprises developed fast since the reform and opening 
drive began, with their number reaching 1.17 millon by 
the end of last year, about 13 percent of the total figure of 
the state’s entire commercial networks, their commodity 
retail sales reached 282.6 billion yuan (about 52.3 billion 
U.S. dollars), 31 percent of the state's total figure. 


But these enterprises still face difficulties in development, 
He Jihai said. Taking the country as a whole, 70 percent of 
the state's collectively-run enterprises have not yet become 
independent from the state-owned enterprises. 


The president said some cities and counties, disregarding 
the state’s policies and regulations, merged or amalgam- 
ated the collective enterprises into the ones owned by the 
State. 


He said that the amalgamation should be made on the 
basis of their own will, if their management and economic 
efficiency proved bad. 


The federation will strive to lead these enterprises onto the 
road of management by enterprise groups which will 
enable them to overcome weaknesses and become more 
competitive in the market, the president said 
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East Region 


New Xiamen Mayor Discusses Improving 
Investments 


HK2312020792 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 1309 GMT 18 Dec 92 


(By Zhang Suifeng (1728 4482 1496)} 


[Text] Xiamen, 18 Dec (ZHONGGUO TONGXUN 
SHE)}—Newly appointed Xiamen Mayor Hong Yongshi, 
who assumed office yesterday, said that since the begin- 
ning of this year, the nationwide reform has brought great 
competition and challenge to Xiamen. Under such circum- 
stances, Xiamen will use this opportunity to create better 
conditions for investors and pioneers, and thus attain a 
greater success. 


Hong Yongshi came from Fuzhou to Xiamen to assume 
office just yesterday. While attending the framework com- 
pletion ceremony of the Xiangjiang Garden sponsored by 
the Hong Kong Coastal International Group, Hong 
Yongshi said that Xiamen has attained great achievements 
in reform and opening up in the past decade. Xiamen is 
now facing more opportunities, as well as greater chal- 
lenges in attaining further development. He pointed out: 
The recent Xiamen City People’s Congress has drawn up a 
grand blueprint for Xiamen’s development in the coming 
20 years. The realization of this blueprint requires the 
concern and support of the state and various central 
departments, as well as more special policies and flexible 
measures. On the other hand, Xiamen will try its best to 
make good, full, and flexible use of these special policies 
and measures. 


Hong Yongshi said: Under the present situation wherein 
the entire country is expediting opening up, Xiamen will 
make good use of this opportunity and create a better 
investment environment. Xiamen welcomes compatriots 
from Hong Kong, Macao, and Taiwan; Overseas Chinese; 
and foreign friends to invest and set up their businesses in 
Xiamen. He indicated that Xiamen has prepared for three 
exchanges across the two sides of the Taiwan Strait, and its 
marine and air transportation ports are already qualified 
for direct air and shipping services. In addition, the 
construction of the Haicang Investment Zone will be 
speeded up and Mr. Wang Yung-ching [Taiwan business 
figure] is also welcome if he intends to invest in the zone. 
Hong Yongshi pointed out: Besides the Haicang Invest- 
ment Zone, there are a lot more places in Xiamen where 
people can invest. At present, Tongan and Jimei have 
already become hot spots for investment. In the future, 
many more places will be listed as open areas for overseas 
investors. 


Shanghai CPC Committe:, Congress Convene 


OW 2212133892 Shanghai WEN HUI BAO in Chinese 
13 Dec 92 p]1 


[Text] The 14th »icnary meeting of the Fifth Shanghai 
Municipal CPC Committee was held at the Shanghai 
Exhibition Center from 10-12 December. 
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Attending the meeting were 59 members and four alternate 
members of the Shanghai Municipal CPC Committee. 
Present as observers were members of the Shanghai 
Municipal CPC Advisory Commission and the Shanghai 
Municipal CPC Commission for Discipline Inspection, 
and other relevant leading comrades—159 in all. The 
Shanghai Municipal CPC Committee Standing Committee 
presided over the meeting. Secretary Wu Bangguo of the 
municipal party committee spoke. 


The plenary meeting discussed and passed a report by the 
Fifth Shanghai Municipal CPC Committee to the Sixth 
Municipal Party Congress, and decided to submit it to 
Sixth Municipal Party Congress for examination and 
approval. In accordance with provisions in Article 26 of 
the CPC Constitution that “vacancies on the local party 
committees at various levels shall be filled by their alter- 
nate members in the order of the number of votes by which 
they were elected,” the plenary meeting named five alter- 
nate members of the municipal party committee— 
Comrades Yang Huaiyuan, Zhou Yusheng, Chen Shijia, 
Xu Zuxiong, and Sun Ziyang—as members of the Fifth 
Shanghai Municipal CPC Committee. 


The plenary meeting decided to convene the Sixth 
Shanghai Municipal CPC Congress on 15 December 1992. 


The plenary meeting also discussed work reports to the 
Sixth Municipal Party Congress by the Shanghai Munic- 
ipal CPC Advisory Commission and the Shanghai Munic- 
ipal CPC Commission for Discipline Inspection. 


The plenary meeting, which was held in an atmosphere of 
democracy and unity, made ample preparations for the 
successful convening of the Sixth Shanghai Municipal 
CPC Congress. 


First Quality Control Center Set Up in Shanghai 


OW 2312061492 Beijing XINHUA in English 
0539 GMT 23 Dec 92 


[Text] Shanghai, December 23 (XINHUA)—The Shanghai 
Quality Systems Examination and Verification Center, the 
first of its kind in China to be established according to 
international standards, was founded today in this metrop- 
olis in east China. 


With the authorisation of the state, the center will examine 
and verify quality-control systems in enterprises, and issue 
certificates to firms which reach the state-set standards, 
according to official sources. 


The center has more than 40 experts in different trades, 
who have a mastery of the relevant international standards 
on quality control of industrial production, the sources 
said. 

The establishment of the center is part of China's efforts to 
develop its export-oriented economy, the sources noted. 


It is also part of the country’s efforts to regain its member- 
ship of the General Agreement on Tariffs and Trade 
(GATT). 
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Zhejiang Securities Office Set Up in Shenzhen 
OW2212211192 Beying XINHUA in English 
1541 GMT 22 Dec 92 


[Text] Shenzhen, December 22 (XINHUA}—The Zhejiang 
Provincial Securities Company opened an office in Shen- 
zhen today. 


The office will act as an agent for stock transactions, 
undertake to sell stocks and bonds issued in Shenzhen and 
promote the listing in Shenzhen Stock Exchange of Stocks 
issued in Zhejiang Province. 


The Zhejiang Securities Company was set up two years 
ago. Its current securities business turnover has reached 
five billion yuan. 


It is the only such company which has offices both in 
Shenzhen and Shanghai Stock Exchanges. 


More than 200 people in the securities circles attended the 
inauguration ceremony today. 


Central-South Region 


Guangdong Governor Stresses County-Level 
Reform 

HK2312105092 Guangzhou Guangdong People's Radio 
Network in Mandarin 0400 GMT 18 Dec 92 


[Text] A few days ago, while inspecting work in Nanhai 
and Shunde cities, Governor Zhu Senlin called on the 
broad masses of cadres and peopie to profoundly imple- 
ment the spirit of the 14th CPC National Congress; further 
emancipate their minds; seize on the favorable opportu- 
nity; work in a down-to-earth manner; vigorously 
Strengthen the building of the two civilizations in rural 
areas, and conscientiously do experimental work well in 
comprehensive reform at the county level to speed up the 
pace of economic construction, reform, and opening up. 


From 14-16 December, Zhu Senlin inspected work in 
Nanhai and Shunde. In Bao Xian Company of Lishui 
township, Nanhai city, he said: Agriculture is the founda- 
tion of our national economy. We must persist in giving 
first priority to the work of strengthening agriculture. If we 
fail to attach importance to agriculture, or strengthen it, it 
is difficult for us not only to attain the goal of establishing 
a socialist market economic system, but also to consolidate 
and develop the hard-won favorable economic situation. 
Agricultural development must follow the path of high 
yield, high efficiency, and high quality. This will enable 
agriculture to become a modern undertaking which is full 
of vitality and vigor and demonstrates a fairly strong 
capability in self-development. 


During his inspection tour of Nanhai city, Zhu Senlin 
pointed out: Under the new situation of speeding up 
reform, opening up, and modernization, we can only 
strengthen, but absolutely not weaken, the building of our 
socialist spiritual civilization. All levels of CPC commit- 
tees and governments must strengthen it to ensure smooth 
progress in our economic construction, reform, and 


opening up. 
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While inspecting Shunde, he said that he was satisfied with 
the city’s experimental work in county-level comprehen- 
sive reform in the preceding stage. He stressed: The 
county-level comprehensive reform must conform with the 
development of productive forces, and be in accord with 
the demand of establishing our socialist market economic 
system, so that we can truly transform our government's 
functions, straighten out relationships, streamline admin- 
istration, and increase efficiency. Zhu Senlin pointed out: 
County-level comprehensive reform is an urgent task of 
political structural reform, and a necessary condition for 
deepening our economic structural reform as well. CPC 
committees and governments at all levels must unify their 
understanding. sum up experiences through doing experi- 
mental work, and push the reform in a guided and orderly 
way. Relevant units and departments must actively sup- 
port our comprehensive reform and refrain from inter- 
fering in it randomly to ensure smooth progress in reform. 


Hubei Congress Discusses Economic Construction 
HK2312093492 Wuhan Hubei People’s Radio Network 
in Mandarin 1000 GMT 15 Dec 92 


[Excerpts] The Ninth Enlarged Plenary Session of the Fifth 
Hubei Provincial CPC Committee met 10-14 December in 
Wuchang. The main agenda of the meeting was to pene- 
tratingly study and implement the spirit of the | 4th party 
congress, closely link it with Hubet's practical conditions, 
study and plan for the basic targets and main measures for 
building a socialist market economic system and 
increasing the pace of reform, opening up, and moderniza- 
tion in Hubei for some time in the future. 


On the morning of the 10th, on behalf of the provincial 
party committee standing committee, provincial party 
Secretary Guan Guangfu read a report on speeding up the 
transformation to a socialist market economic system and 
working to get Hubei’s economy to leap to a new level 
more quickly and efficiently. 


On the afternoon of the 12th, Deputy Secretaries Guo 
Shuyan, Hui Liangyu, Qian Yunlu, and Zhong Shuqiao 
gave speeches on special topics. The meeting was attended 
by Chen Ming, the provincial advisory commitice 
chairman; Shen Yinluo, the provincial Chinese People’s 
Political Consultative Conference Committee chairman, 
and Ding Fengying, Zheng Yunfei, Li Dagiang, and Liu 
Guoyu, standing committee members. 


The meeting was convened on the basis of the provincial 
party committee's previous concentrated effort to grasp 
the three measures. The first measure was to organize the 
broad mass of cadres and people to penetratingly study 
and comprehensively grasp the essence of the spirit of the 
14th party congress. The second measure was for the 
provincial party committee standing committee and party 
and government leaders at all levels to venture deep into 
the grass roots to conduct investigation and study. The 
third measure was for the provincial party committee to 
pool everybody's opinions and wisdom and formulate 
decisions on implementing the spirit of the 14th party 
congress on that basis. 
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Delegates for the session emancipated their minds. gave 
play to democracy, drew on collective wisdom, absorbed 
all useful ideas, and were persistent in their efforts to be 
pragmatic. They seriously discussed Comrade Guan 
Guangfu's report and reached a consensus. 


On the afternoon of the 14th, the provincial party com- 
mittee convened the Ninth Pienary Session of the Fifth 
Hube: Provincial CPC Committee to examine and unani- 
mously approve a resolution to allow Comrade Guan 
Guangfu to make the report on behalf of the provincial 
party committee standing committee. 


The meeting pointed out: Under the new historical era, in 
order to properly handle various jobs for Hubei, it is 
necessary to comprehensively and seriously study and 
implement the spirit of the 14th party congress and spell 
Out the situation and tasks facing Hubei. The meeting 
maintained that it is necessary to spell out certain funda- 
mental guiding thoughts in implementing the | 4th party 
congress spirit in connection with Hubei's practical condi- 
tions. They are: Remain firm in upholding the theory of 
socialism with Chinese characteristics and maintaining the 
party's basic line unchanged. To do this, we must be firm 
and resolute in grasping the center of economic construc- 
tion, must resolutely uphold deepening reform and 
expanding opening up, and must foster an active and 
dar’ g spirit to explore, bear risks, and experiment. We 
must uphold doing two types of work simultaneously and 
unifying reform and opening up with the four cardinal 
principles. We must resolutely strengthen party building 
and improve party leadership, upholding the recruitment 
and promotion of cadres who boldly open up new grounds 
and make brilliant administrative performances to various 
levels of leading positions. To sum up, this means that we 
must further emancipate our minds, deepen reform, 
expand opening up, seize Opportunities, and struggle per- 
sistently in a bid to enable Hubei's economy to leap more 
quickly and efficiently to a new level. [passage omitted] 


The meeting put forward: According to the 14th party 
congress spirit and our province's existing conditions, the 
province's Eighth Five-Year Plan and 10-Year Program 
must be adjusted. The provincial party committee's pre- 
liminary opinion is: The planned average annual GDP 
[gross domestic product] growth in the 1990's has been 9.2 
percent, up 2.7 percent from the original rate. Between 
now and 2000, the province's economic development will 
move through three stages: The first is that we will com- 
plete the Eighth Five-Year Plan targets in 1994, one year 
ahead of schedule; second, we will achieve the target of 
quadrupling the 1997 GDP by the end of this century, 
three years ahead of schedule; and third, strive to increase 
the GDP to 200 billion yuan by 2000 based on 1990's fixed 
price levels and to move people's standard of living to a 
comparatively well-off level. [passage omitted] 


The session put forward eight measures for promoting the 
construction of a socialist market economic system and 
expediting reform, opening up, and economic construc- 
tion: One, further liberate enterprises to enable them to 
become the main body of the market. We are currently 
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paying attention to properiy solving the following prob- 
lems: Adopt practical measures to effect a separation 
between ownership rights and operation mghts. There are 
two main problems to be grasped here. The first focuses on 
negotiating for joint ventures and pushing for a share- 
holding system and the second centers on pursuing the 
separation of administration from enterprises, and fully 
implementing the measures to give enterprises decision- 
making powers. Two, consolidate the agricultural founda- 
tion, guide agriculture and the peasants toward the market, 
and take the path that leads to an agricultural system 
characterized by high yields, good quality, and high effi- 
ciency. We will adjust the agricultural system based on the 
guidance of the market and the principles of high yields, 
good quality, and high efficiency. In structural adjustment, 
we must decontrol, face the market, and value efficiency. 
Next we must provide guidance, follow the work perspic- 
uously and in great detail, give a free hand to the develop- 
ment of diversified economic undertakings, and continue 
to tap mountainous region and water resources. We must 
reverse the ratio between crop and plant cultivation and 
diversified economic undertakings as quickly as possible, 
increase the proportions of second and tertiary industries 
in rural areas, vigorously develop township and town 
enterprises, vigorously enliven the circulation systems in 
rural areas, continue to strengthen socialized service sys- 
tems, and work hard to solve the problem of heavy peasant 
burdens. Three, speed up technological progress to ensure 
that the province’s economy takes the lead in market 
competition. Four, vigorously strengthen market building 
and enliven circulation and foster the growth of a market 
system. We must do a good job in building wholesale 
markets which have different characteristics so that the 
mode of operation is tailored to local conditions—this 
includes markets for consumer and producer goods. We 
must make great efforts to foster capital markets and build 
a financial system centered in Wuhan which covers the 
entire province and is open to the outside world. We must 
give free rein to developing markets of other types of 
producer goods and must build central markets in towns at 
or above the county-town level. There should also be 
regular trading venues for agriculture and sideline prod- 
ucts in townships and towns. While speeding up the 
construction of a market system within the province, we 
must also strive to open up markets beyond the province's 
borders and send more of our products out. We must 
formulate policies as quickly as possible to meet the 
situation following our country’s entry into GATT. We 
must also adjust the economic rules and regulations that 
apply to businesses with foreign participation with a view 
to bringing them in line with international market stan- 
dards as quickly as possible. [passage omitted] 


Hunan Governor Addresses GATT Membership 
Forum 


HK2312063792 Changsha Hunan People’s Radio 
Network in Mandarin 2300 GMT 19 Dec 92 


[Excerpts] Yesterday morning, Governor Chen Bangzhu 
held and presided over a forum on regaining GATT 
membership and formulating Hunan’s measures. 
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Governor Chen stressed at the forum that the reform goal 
formulated by the 14th party congress 1s to build socialist 
market mechanisms, expedite reform, and expand opening 
up, therefore it is necessary to shift to the track of the 
international market and join GATT. At present, we will 
join GATT soon, and therefore, we must quickly grasp the 
opportunity to formulate measures and face up to chal- 


lenges. [passage omitted] 


Chen Bangzhu pointed out: Joining GATT is only a matter 
of time, and at present we should look at Hunan’s actual 
conditions and see what kind of measures we should 
formulate under the macroeconomic guidance, to enable 
our province's economy to develop faster. 


Chen Bangzhu said that in the area of quality, we must 
grasp construction of basic industries and develop high- 
grade products; and that in the microeconomic area, we 
should seriously change operation mechanisms, upgrade 
management standards and productivity, fully arouse 
enthusiasm among the people, and enhance the conscious- 
ness that science and technology is the primary productive 
force among science research institutes and higher learning 
institutes. 


The meeting decided to let the provincial government 
policy research office take the lead, supported by the 
customs and foreign trade departments, in organizing a 
research organ to study the measures for joining GATT. 
The meeting demanded that various trades and large 
enterprise groups also carry out policy research. 


Southwest Region 


Sichuan Seminar Discusses Deng’s Economic 
Theory 


HK2312045292 Chengdu Sichuan People’s Radio 
Network in Mandarin 2300 GMT 15 Dec 92 


[Text] On 12 and 13 December, veteran Red Army repre- 
sentatives and over 20 experts, professors, and scholars 
from all over the country, who had gathered in Comrade 
Deng Xiaoping’s hometown, Guangan County, for activi- 
ties commemorating the entry of the Fourth Front Army of 
the Red Army into Sichuan and the 60th anniversary of 
building the Sichuan-Shaanxi revolutionary base, partici- 
pated in a seminar on Deng Xiaoping’s economic thought 
and theory. 


The seminar was jointly organized by RENMIN LUNTAN 
[PEOPLE'S FORUM] magazine and (Nanting) Prefectural 
CPC Committee. Provincial party Secretary Yang Rudai 
sent the seminar a congratulatory message on behalf of the 
provincial party committee and government. 


Seminar participants conducted lively discussion and 
made special-topic speeches on Comrade Deng Xiaoping’s 
economic thought and his economic theory, and their 
guiding function in our country’s current economic con- 
struction. 
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Sichuan’s Yang Rudai on Young Cadres’ 
Importance 


HK2312121492 Chengdu Sichuan People’s Radio 
Network in Mandarin 2300 GMT 21 Dec 92 


[Text] Provincial party Secretary Yang Rudai pointed out 
at yesterday's first plenary session of the ninth provincial 
committee of the Communist Youth League [CYL], that 
training and selecting a large number of outstanding young 
cadres and enabling them to enter leadership groups of 
various levels, is an urgent and important duty at this time. 
Young cadres should put upholding of the correct political 
direction to the first position, strive to master moderniza- 
tion construction techniques, develop the good work style 
of seeking truth from facts, and upgrade ability during 
practice. 


Comrade Rudai said: Young people are our present and 
future. Training and selecting a large number of out- 
Standing young cadres is needed for maintenance of the 
country’s and party's long-term rule and order. The times 
provide a good opportunity for young cadres to become 
useful persons, and also raise a higher demand for young 
cadres. We hope every young cadre can study hard when 
doing his job, and strive to master one or two modern 
technological fields in three to five years, to take the lead in 
cultivating habitual respect for knowledge and talent 
among young people and even in the whole society. 


Comrade Rudai stressed particularly the problem of 
learning economic knowledge among young cadres. He 
said: Without economic knowledge and not knowing eco- 
nomic management, there is no point in talking about 
obeying and serving the central task of economic construc- 
tion. In the future, when we select, promote, and use young 
cadres, other than assessing their ability and integrity, we 
will ask whether they have economic and management 
knowledge. 


According to another report, a new provincial committee 
of CYL was democratically elected; thereafter, the first 
session of the new provincial committee of the CYL was 
held to democratically elect standing committee members, 
deputy secretaries, and a secretary. Gan Yu was elected as 
the secretary of the ninth provincial committee of the 
CYL; while Wang Xiaodong, Deng Chuan, Yao Sidan, Li 
Wei, and Huang Danhua were elected deputy secretaries. 


Yunnan Governor Discusses Developing Prefecture 


HK2312063592 Kunming Yunnan People’s Radio 
Network in Mandarin 1000 GMT 18 Dec 92 


[Text] The provincial government on-the-spot work 
meeting on restoring production and developing economy 
in Wenshan Prefecture ended in Wenshan city yesterday. 
In principle, the meeting adopted the plan for restoring 
construction in Wenshan Zhuang-Miao Autonomous Pre- 
fecture, and this symbolized the beginning of a golden 
period of large-scale development and construction in 
Wenshan. 


During the meeting, Governor He Zhiqiang. Vice Gov- 
ernor Zhao Tingguang, leaders of the party committee and 
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government of Wenshan Prefecture, and the people in 
charge of the relevant provincial departments, bureaus, 
and commissions offered many good ideas and views on 
restoring production in Wenshan according to the spirit of 
the 14th party congress. They also discussed seriously the 
plan for restoring construction proposed by Wenshan 
Prefectural CPC Committee and government, and con- 
sented to the plan’s proposal that 2 billion yuan be 
invested in building 115 projects in the next five years to 
enable Wenshan to catch up with the moderately devel- 
oped areas in the province. 


Governor He Zhigiang offered some ideas when he 
summed up the meeting. 


First, fully affirm Wenshan Prefecture’s great sacrifices 
and the great contributions it made over the past several 
decades; concur that the work in restoring production and 
developing economy in Wenshan should begin immedi- 
ately, to change the poverty-stricken situation in Wenshan 
as soon as possible. 


Second, the guiding thought for restoring production in 
Wenshan should follow the spirit of the 14th party con- 
gress: five years will be used to resolutely grasp the central 
task of economic construction, grasp self-strengthening 
and self-reliance, enhance vigor, expedite development, 
enable Wenshan’s economy to scale new heights, and 
create conditions and lay the foundation for casting off 
poverty and achieving affluence and small-scale pros- 
perity. 

Third, firmly grasp the central task of economic construc- 
tion, launch large-scale economic construction, and fulfill 
the duty of restoring construction as soon as possible. 


Fourth, the work in restoring construction must proceed 
from the demand of building a socialist market economy; 
build a market economy system, and gradually and com- 
pletely lift price controls. 


Fifth, broaden the channels for raising funds, and increase 
capital input. 


Sixth, expand opening up, develop border trade. promote 
economic development in the border areas. Wenshan 
should change from being last in opening up to being first 
In Opening up. 


Seventh, improve social welfare work and grasp rural 
construction in the border areas. 


Eighth, the provincial government has decided to simplify 
procedures and delegate power to Wenshan Prefecture, so 
as to facilitate the work in restoring construction. 


Ninth, when launching the work in restoring construction, 
key points must be emphasized, and several big matters 
which have a bearing on the long-term and thorough 
development of the whole prefecture must be done weil. 


Tenth, properly use the preferential polices granted by the 
central authorities and the province. 


Eleventh, the departments at various levels directly under 
the provincial authorities should vigorously support the 
work in restoring construction in Wenshan. 
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Twelfth, Wenshan Prefectural CPC Committee and Gov- 
ernment should strengthen leadership and spare no effort 
in restoring construction. 


Governor He Zhigiang stressed: The meeting has raised 
the curtain on restoring large-scale construction in Wens- 
han, has begun the systems engineering which will require 
five years to complete, and symbolizes a new beginning for 
the economic development and invigoration of Wenshan. 


Governor He Zhiqiang called on the broad masses of 
cadres and people in the whole prefecture to rely on their 
own efforts, struggle hard, strive to accomplish the duty of 
restoring construction, and march toward small-scale pros- 


perity. 
Northeast Region 


Heilongjiang Wages Campaign Against 
Pornography 

§$K2312050992 Harbin Heilongjiang People's Radio 
Network in Mandarin 2200 GMT 21 Dec 92 


[Text] On the afternoon of 21 December, Vice Governor 
Dai Moan delivered a speech at the provincial telephone 
conference in which he detailed work arrangements for the 
winter-spring period on wiping out pornography and 
cracking down on sinister rings. 


Dai Moan said: Our province scored betier achievements 
in wiping Out pornography and cracking down on sinister 
rings in the previous period. However, many illegal publi- 
cations are again appearing in the markets and the illegal 
production of audio and video tapes is particularly serious. 
Therefore, we should enhance our understanding on the 
work of wiping out pornography and cracking down on 
sinister rings; make all-out efforts to successfully handle 
major cases of producing and trafficking pornography and 
illegal publications; and root out their sinister dens and 
centers. In conducting this work, various localities and 
departments must coordinate with each other, foster a 
joint force, and engage in the struggle in a cooperative way 


Dai Moan urged various localities to enhance the educa- 
tion on legal systems and to carry out the work of wiping 
Out pornography and cracking down on sinister rings in 
line with the law. Early this year. our province formally 
issued and enforced the regulations on management of 
cultural markets. During the winter-spring period, various 
localities should earnestly organize their cadres and the 
masses to study the laws and regulations in this regard and 
use this legal weapon to punish the criminal elements so as 
to educate cadres and the masses. 


In concluding his speech, Dai Moan said: We should grasp 
the work of wiping out pornography in one hand while 
grasping the work of making the society prosperous in the 
other. While wiping out pornography and cracking down 
On sinister rings during the winter-spring period or in the 
coming longer period, various localities ana relevant 
departments should concentrate their efforts on publishing 
a large number of spiritual publications whose contents are 
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healthy and heartening and which are rich and varied in Chen Fenghui, deputy director of the provincial party 
styles as well as loved by the masses so as to enliven or § committee propaganda department, presided over the tele- 
enrich the cultural market. phone conference. 
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U.S. Accused of ‘Covertly’ Helping DPP 


HK2312042592 Hong Kong TA KUNG PAO in Chinese 
22 Dec 92 p 2 


(“Political Talk” column by Shih Chun-yu (2457 0689 
3768): “Anxieties Arising From Taiwan ‘Legislative 
Yuan Member’ Elections”] 


{Text} At the present elections of “Legislative Yuan mem- 
bers” in Taiwan, the Kuomintang [KMT] suffered a set- 
back. Of the 161 new “Legislative Yuan members” up for 
grab, the KMT won 96 seats and 53.2 percent of the votes, 
while the Democratic Progressive Party [DPP] secured 50 
seats (accounting for 31.3 percent of the votes), an increase 
of 32 seats from the original 18. The fluctuations of other 
small political parties are of little importance, but the 
sudden rise of the DPP and its future direction have 
caused anxieties among many Taiwan compatriots. 


Some Taiwan media bragged that the elections are “a 
manifestation of democracy,” that “two-party politics” 
has appeared in Taiwan, and that “a new era has arrived in 
Taiwan.” Is the actual situation really like that? 


In the view of some Taiwan observers at home and abroad, 
however, the elections show the increased hue of Taiwan's 
move toward independence, and the Chinese mainland, as 
well as foreign citizens of Chinese origin and Chinese 
nationals residing abroad, will surely attach great impor- 
tance to this trend. 


Peng Ming-Min and Hsu Hsin-Liang Are Pro-U.S. 
Figures 


Before the vote, DPP leader Hsu Hsin-liang was quoted as 
saying that he would resign if the DPP failed to secure 30 
percent of the vote. The DPP indeed regarded the “30 
percent” vote as crucial to its victory or defeat. At the 
“National Assembly” elections at the end of last year, the 
DPP secured 24 percent of the vote. Less than a year later, 
the party is more “influential” than before. But being 
influential also means the activities of “Taiwan indepen- 
dence” and “one China, one Taiwan” will become more 
dynamic. Not long ago, Peng Ming-min, the earliest leader 
of the “Taiwan independence” movement, returned to 
Taiwan from the United States and spoke in support of the 
DPP wherever he went. Hsu Hsin-liang is a more promi- 
nent pro-U.S. Taiwan independence figure. At last year’s 
“National Assembly” election campaign, the DPP openly 
raised the banner of “Taiwan independence.” It was 
immediately opposed by, and caused uneasiness among, 
most Taiwan compatriots. In view of this experience and 
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lesson, the DPP changed its tactics this time. Claiming 
“one China, one Taiwan” instead of “Taiwan indepen- 
dence,” the DPP said it was a pragmatic policy for 
preserving the status quo of Taiwan. “One China, one 
Taiwan” is in fact of the same nature as “Taiwan indepen- 
dence.” But the DPP has used the banner of “one China, 
one Taiwan”™ to win more seats in the “Legislative Yuan”; 
its ultimate objective is to become a ruling party and 
achieve “one China, one Taiwan.” 


Since the abolition of the “perennial National Assembly- 
men,” the KMT has been short of successors. In particular, 
the second and third generations of young KMT members 
are unwilling to exert themselves and unite, are tainted 
with bureazucratism, and are politically corrupt. The DPP 
has seized on the weak points to mercilessly attack the 
KMT, causing it to suffer a defeat. KMT Secretary General 
Song Chu-yu has resigned, and even “Executive Yuan 
President” Hao Po-tsun has claimed to have a guilty 
conscience over the election defeat and said he would 
resign. 


United States Covertly Helps the DPP 


In Taiwan there are still contradictory feelings between 
local Taiwan people and those originating from other 
provinces. The DPP and the “Taiwan independence” 
elements have always taken advantage of the 28 February 
Incident to incite people of Taiwanese origin to support 
“Taiwan independence” and to oppose the KMT and 
people from other provinces. If the potential crisis due to 
the discord between people of different provincial origins 
is not curbed as soon as possible, it will ultimately be 
utilized by the “Taiwan independence” elements. 


It cannot be denied that the U.S. overt and covert support 
for “Taiwan independence” or “one China, one Taiwan” 
has built up the DPP’s momentum. The United States sent 
to Taiwan an “election observer team” consisting of con- 
gressmen. Though called “election observers,” they in fact 
encouraged people to vote for the DPP. The best proof is 
that, after the election results were announced, Shard [sha 
te 3097 3676), an official of the election observer team, 
said: “If Taiwan's decision makers have a different direc- 
tion on Taiwan's self-determination or independence, the 
United States will reconsider its “one China™ policy....” 
The implication of this remark is clear. Some election 
observer team members said even more undisguisedly: If 
the United States gets involved in the China issue, it will 
surely be a “decisive action.” The chess board here shows 
the United States has indeed harbored evil intentions on 
Taiwan. 
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Cooperation With Clinton Administration Planned 
OW 2212161392 Taipei Voice of Free China in English 
0200 GMT 20 Dec 92 


[From the “News” program] 


[Text] Ting Mao-shih [Ding Mou-shih]}, ROC [Republic of 
China] representative of the Coordination Council for 
North American Affairs Office in the U.S.A., on Friday 
told U.S. veterans that the Republic of China will coop- 
erate closely with the future Clinton administration, 
striving for peace, justice, and prosperity in the world. 


Ting made the remarks while addressing a luncheon hosted 
by the U.S. Veterans Association. Ting was invited to 
deliver a speech on the relationship between the ROC and 
the U.S.A. In his speech, Ting particularly emphasized that 
the fact that President George Bush approved the sale of 
F-16 fighter jets to Taiwan indicated that the U.S. Gov- 
ernment has the determination and sincerity to perform 
according to the Taiwan Relations Act. 


As far as the relationships across the Taiwan Strait are 
concermed, Ting pointed out that the ROC Government on 
Taiwan supports the unification of China provided that 
this 1s carried out in a peaceful and democratic way. 
Furthermore, Peking must not resort to using force against 
Taiwan and promise not to interfere in the ROC’s foreign 
relations with other countnes. 


‘Taiwan Trade Center’ May Open in Los Angeles 


OW 2312090792 Taipei CNA in English 0810 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA)}—The China External Trade 
Development Council (CETRA) is considering estab- 
lishing a “Taiwan Trade Center” in Los Angeles, the 
United States next year. 


CETRA officials said that the proposed trade center is 
aimed at helping domestic manufacturers get a foothold in 
the North American market after the integration of the 
United States, Canada, and Mexico into the world’s largest 
free trade area. 


In a new move to induce more domestic investors to 
relocate their production facilities to the US-Mexican 
border, where labor costs are low, the officials pointed out 
that the trade center might open an office in Dallas, Texas 
to render related assistance. 


All these plans are covered in the “North American Market 
Development Strategy” mapped out by the semi-official 
council recently, they elaborated. 


Currently, they said, the CETRA office in New York has 
set up an “American Business Information Center” to 
gather economic and financial information in North 
America, while other council offices around the United 
States have been engaged in the work of promoting coop- 
erative ties and exploring new markets. 


The officials pledged that the council will do all it can to 
protect the interests of Taiwan businesses in the vast North 
American markets. 
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Emphasis should be put on research and development, 
marketing and delivery, and after-sales service, they 
stressed. 


Moreover, the officials expressed deep concern about the 
lackluster performance of Taiwan-made goods in the US 
and Canadian markets in the past few years 


Of Taiwan's exports to the United States in the past three 
years, they noted, only 83 items experienced sales growth 
as compared with a plunge in 33 other products. 


Those on the increase included computer products, bicycle 
parts, stainless steel kitchen utensils. calculators, smte- 
grated circuits, and shoe parts. while sales of cameras. 
fishing tackle, furniture, bicycles, glasses, high-fidelity 
components, television sets, radio receivers, and mode! 
toys have been on the decrease, they added. 


They said that the sharp appreciation of the new Tarwan 
dollar, the speculation on the domestic stock market, and 
the removal of domestic manufacturing plants to South- 
east Asia and the China Mainland were to blame for the 
lower competitiveness. 


Mainland Rivals Taipei in U.S., Japan Markets 


OW 2312094892 Taipei CNA in English 0826 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA}—The China Mainland rivals 
Taiwan in securing a place in the markets of the United 
States and Japan, Vice Economic Affairs Minister P. K 
Chiang said Tuesday [22 December]. 


In a speech on current economic conditions at the alumn: 
hall of National Taiwan University, Chiang pointed out 
that the market share of mainland products in America 
nearly matched that of Taiwan, while the mainland out- 
performed Taiwan as a major supplier to the Japanese 
market. 


Taiwan products accounted for 5.35 percent of the US 
total imports in 1986, he elaborated, adding that the 


percentage dropped to 4.7 percent in the first eight months 
of this year. 


By comparison, he noted, mainiand exports to the United 
States have been on the rise in the past five years. taking a 
3.87 percent market share in 1991 which this year rose to 
4.6 percent between January and August alone 


Taiwan's share of the Japanese market ranged between 
3.64 percent and 4.76 percent in the five-year period, and 
stood at 4.19 percent in the first exght months of thes year, 
he said. 


In the same market, he pointed out, the ratio for mainland 
products went up from 4.48 percent in 1986 to six percent 
in 1991 and to 6.84 percent in the first cight months of 
1992. 


Given the stiff competition from their mainland counter- 
parts, Taiwan manufacturers must redouble their efforts in 
upgrading product quality and tapping more overseas 
markets, the vice minister said 
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Beijing To Stop Spread of ‘Taiwan Experience’ 


OW2312091192 Taipei CNA in English 0817 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA}—Communisi China has 
recently taken action to control the activities of Taiwan 
business Organizations on the mainland, in what is per- 
ceived by unnamed government sources here as an attempt 
to prevent the spread of the “Taiwan experience.” 


According to the sources, the mainland government's 
“Taiwan Affairs Office” said in a recent memorandum to 
its branches around the mainland that Taipei is tightening 
its control over Taiwan business organizations on the 
mainland with the purpose of developing them into bases 
for infiltrating and ultimately toppling the Peking regime. 


The memo said that many Taiwan organizations on the 
mainiand very actively support the Taipei authorities, and 
suspected them of carrying out special “political objec- 
tives.” 

It added that some Taiwan investors are aggressively 
encouraging the establishment of a mainland-wide Taiwan 
businessmen’s association which would be under the direc- 
tion of Taipei. 


To cope withthe development, the following measures 
were proposed: 


—prohibiting the establishment of the proposed mainland- 
wide Taiwan >usiness association; 


—temporarily shelving applications for setting up new 
Taiwan business asociations; 


—strictly controling the activities of the existing Taiwan 
business organizations on the mainland; and 


—prohibiting all officials within its own Taiwan affairs 
offices from personal contact with Taiwan business 
organizations. 


At the time, to complement the moves by the various 
Taiwan affairs offices, Chinese Communist Party's Propa- 
ganda Department also asked its cadres at various levels to 
“educate” the general public on combatting the spreading 
of the “Taiwan experience.” 


Terming it as part of a Western-engineered strategy to 
change the mainland peacefully, it said that Taipei has 
been promoting the Taiwan experience in order to seek 
wider room for its existence internationally and to trans- 
form its current “defensive” posture into an “offensive” 
one in the struggle with Peking. 


Taipei is also seeking to use the “Taiwan experience” to 
convince mainland Chinese that only the Kuomintang and 
the Three Principles of the People that it has implemented 
in Taiwan can help mainland’s economy, the memo said. 


Official Comments on Beijing Entering GATT 


OW 2312095492 Taipei CNA in English 0835 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA)}—Communisit China may be 
allowed more flexibility in joining the General Agreement 
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on Tariffs and Trade (GATT) as a developing country 
while the Republic of China is applying for membership as 
a developed country, a specialist of the Ministry of Eco- 
nomic Affairs said Tuesday. 


Tsai Ying-wen, chief advisor of the Economic Ministry's 
GATT task force, said that Peking will be allowed to 
gradually phase out certain non-tariff trade barriers under 
its centrally planned economic sytem, including controlled 
export prices, subsidies for export products, and monopo- 
lized procurement by state enterprises. 


She added that Communist China asa GATT member will 
have the advantage of elevating its international status and 
in securing most-favored treatment from other member 
States 


Yet the good prospects for Peking may not be all good 
news for the increasing number of Taiwanese businessmen 
investing on the China Mainland, according to Tsai. 


She said that although the Taiwanese businessmen main- 
tain manufacturing on the mainland, they import many 
semi-finished products from Taiwan. The export-orientd 
Taiwanese manufacturers may encounter a situation where 
their mainland manufactures may not be considered Main- 
land Chinese products thereby lose out on preferential 
treatment in international markets. 


Besides, she added, Taiwanese manufacturers there will [as 
received] face the entire range of constraints brought on by 
the opening of markets and tightened regulations on intel- 
lectual property rights. 


Taipei Prepares To Join GATT Next Year 


OW2312095092 Taipei CNA in English 0830 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA)}— The Ministry of Economic 
Affairs has drawn up a schedule on entering the General 
Agreement on Tariffs and Trade (GATT) next year. 


The ministry said that they would complete a report on 
questions raised by GATT members at the end of Feb- 
ruary, just in time for a review meeting on ROC [Republic 
of China] membership application in March. 


After the world trade organization formed a task force to 
review the application of ROC membership, the govern- 
ment submitted a memorandum on its trade regime to its 
secretariat. 


Nine GATT member states have so far raised questions on 
the memorandum. A satisfactory response would be favor- 
able for ROC’s bid to join the trade body. 


The ROC applied to join GATT under the name of “The 
Customs Territories of Taiwan, Penghu, Kinmen and 
Matsu”™ in January, 1990. 


The GATT secretariat had also sent a letter requesting 
Taiwan to provide information concerning its trade rules 
and regulations, import and export statistics in the past 
three years, tariff adjustments and its import and export 
controls. 
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Kuomintang Officials React to Election Results 


President Addresses Officials 


OW2312092292 Taipei CNA in English 0754 GMT 23 
Dec 92 

[Text] Taipei, Dec. 23 (CNA}—-The Kuomintang will stay 
in the middle of the road and avoid extremes, President Li 
Teng-hui said Tuesday [22 December] in his capacity as 
chairman of the ruling party. 


“Localization” 1s the direction the party should follow, Li 
stressed while meeting with a group of high-ranking KMT 
officials. 


Li said it is time for the ruling party to learn a lesson and 
painstakingly analyze the reasons for its setback in last 
week’s legislative election. 


Li said he himself was responsible for the party's setback in 
the election. “It is not time for ranking party officials to 
quit their jobs.” 


Li asked KMT Secretary-General Sung Chu-yu and heads 
of the party's local branch organizations to stay on their 
posts and help streamline party structure in order to win 
back popular support. 


“Neither victory nor defeat is forever,” Li said. “One 
should not be proud when winning, and should not give up 
when defeated.” 


As the times have changed and the people are no longer 
blindly following the dictate of local faction chiefs and 
want to exercise their own discretion, Li said, the party 
should train more younger talents and be more responsive 
to public opinion. 


Official Calls for Comeback 


OW2312092092 Taipei CNA in English 0803 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA}—The Kuomintang [KMT] 
should consolidate its ranks and “grasp the heartbeat of 
society” in order to stage a comeback in the next parlia- 
mentary election, a ranking party official said Tuesday. 


K MT Secretary-General Sung Chu-yu made the call during 
a meeting on Yangmingshan, suburban Taipei, reviewing 
the party's performance in the Dec. 19 legislative election. 


Sung said pre-election party disarray had made it difficult 
for the party apparatus to mobilize support for its candi- 
dates running in the country’s first general election to the 
legislature in more than four decades. 


“Intra-party squabbles should be avoided in the future and 
all party members should work together closely to ensure 
future success,” Sung urged. 


He pointed out that a political party’s strength hinges on 
whether it can respond to the popular will of the people. 
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“Our party should become more sensitive and responsive 
to public opinion and adjust its platform from time to time 
to meet people’s needs,” Sung stressed. 


He went on to say that the ruling party should give priority 
to the well-being of the 20 million people in Taiwan. “If we 
cannot build up Taiwan into a prosperous modern soci- 
ety,” Sung asked, “how can we rally Mainland Chinese 
support for our ultimate goal of unifying China under 
freedom and democracy?” 


Sung said the latest election results show that local voters 
have become more mature and are paying more attention 
to the image, reputation and qualifications of individual 
candidates. 


“Our local branches should therefore make the cultivation 
of talent one of their priority tasks,” Sung noted. 


Tuesday's meeting was attended by all department chiefs 
of the KMT Central Committee and heads of its branch 
Organizations in counties and cities around the island. 


During the meeting, the party's election planners and 
campaign strategists cited several main causes behind the 
party's worst election setback in more than 40 years. 


They said one of the KMT’s fatal flaws was its failure to 
consolidate party ranks. Intra-party squabbles over the 
“independence vs. unification” issue and the exposure of 
several bribery scandals in the executive branch during the 
past few months have undermined the party's image. 


Given the rapidly changing social situation, they said, the 
party’s nomination process and campaign apparatus have 
become obsolete. Many party nominees who are too inti- 
mately connected with big business groups were defeated 
in the election. The same fate fell on those who counted on 
the support of local factions. 


The KMT officials said all party members working in 
government agencies should publicize their work plans and 
administrative achievements from time to time to win 
more popular support for major national policies. 


Express Dismay Over Vote 


OW2312085192 Taipei CNA in English 0822 GMT 23 
Dec 92 


[Text] Taipei, Dec. 23 (CNA) —~ President Li Teng-hui, in 
his capacity as the chairman of the ruling Kuomintang, 
instructed election officials to give a full report on vote 
discrepancy found in Hualien. 


Wu Po-hsiung, chairman of the Central Election Com- 
mittee, said he was sad and sorry over the incident. 


Prosecutors have found the number of votes tallied during 
recounting had exceeded the number of registered voters 
by 738. 


Wu Kuo-tong, Hualien magistrate and chairman of the 
election committee, said Wednesday morning that he and 
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others in the committee would take full responsibility after 
prosecutors found a discrepancy in recounting ballots in 
Saturday’s legislative election. 


Wu said that he would wait for the verdict of the judicial court. 


Meanwhile, a spokesman for the opposition Democratic 
Progressive Party [DPP] said that the party would meet in 
the afternoon to discuss the issue of filing suit against 
Hualien election committee. 
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The recounting was conducted after cmplaints by former 
DPP Chairman Huang Hsin-chieh lost to another candi- 
date Wei Mu-tsun in the election by a mere 62 votes. 


Eight candidates vied for two seats in the Hualien 
district. Another seat was taken by Shieh Seng-san, a 
veteran politician who was nominated by the ruling 
Kuomintang. He won the election by an overwhelming 
majority. 
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Hong Kong 


Zhou Nan Urges UK Authorities To Change 
Course 


HK2312112392 Beijing XINHUA Hong Kong Service in 
Chinese 0809 GMT 23 Dec 92 


[Text] Hong Kong, 23 Dec (XINHUA)}—A New Year's 
message from Zhou Nan, director of the XINHUA NEWS 
AGENCY Hong Kong branch, is published in the coming 
January 1993 issue of TZU CHING [BAUHINIA] maga- 
zine. The full text follows: 


The 1993 New Year’s Day is upon us and this will be 
followed quickly by the Lunar New Year. On this occasion 
of getting rid of the old to make way for the new, I would 
like to extend my best wishes to all our Hong Kong 
compatriots and foreign friends in Hong Kong. 


Looking back at the past year, our country enjoyed polit- 
ical stability, economic growth, and social order, pre- 
senting a picture of prosperity. The triumphant holding of 
the 14th CPC National Congress marked the entry into a 
new period of the great cause of building socialism with 
Chinese characteristics. Reform and opening up is envel- 
oping the great divine land like a spring tide, while the 
socialist market economic system is gradually taking 
shape. The rate of economic development is further accel- 
erated while comprehensive national strength continues to 
surge. This country of ours, with its ancient civilization, is 
standing proudly in the east with a fresh and vigorous 
stance. 


Spurred by the acceleration of reform and opening up and 
economic development in the mainland, the economic 
links and cooperation between Hong Kong and the main- 
land have further expanded. This is the fundamental 
reason why Hong Kong has been able to sustain a fairly 
sound economic growth momentum while western econo- 
mies are generally in recession. 


At a time when the ties between the motherland and Hong 
Kong are getting closer and their common prosperity 1s 
making headway, the British Hong Kong Government, 
with ulterior motives, suddenly put forward a “constitu- 
tional reform package,”’ wantonly overthrowing the 
arrangement for the development of a democratic political 
system in accordance with the principle of gradual and 
orderly progress. This arrangement is the consensus 
reached by the Chinese Government with Hong Kong 
people from various walks of life after repeated discussions 
and taking into consideration the actual situation in Hong 
Kong and which has been solemnly incorporated into the 
Basic Law. It has also been affirmed by agreement reached 
by the Chinese and British Governments through consul- 
tations and exchanges of letters. Therefore, this contro- 
versy, which has been instigated solely by the British Hong 
Kong authorities, is not over whether there should be 
democracy, but over whether the Joint Declaration should 
be adhered to, whether there should be convergence with 
the Basic Law, and whether the agreement reached by the 
two sides should be honored. Disregarding the sincere 
advice of the Chinese side and the opposition of people 
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from various walks of life in Hong Kong, the Hong Kong 
British authorities have thrown to the winds their commit- 
ment to convergence with the Basic Law and have slid 
further down the wrong path. This will inevitably put 
Hong Kong's stability and prosperity in jeopardy, and 
cause great damage to the Hong Kong people and to 
themselves in the end. The result will surely be that “those 
who begin with an intention to hurt others will end up 
hurting themselves.” 


The Chinese Government has always attached great 
importance to principles and acted in good faith. China's 
stand on major issues of principles is consistent, firm, and 
unshakeable. China's excellent track record in honoring 
international obligations and agreements is universally 
recognized. The point of departure and the ultimate goal of 
our policies have always been to ensure that the Joint 
Declaration will be implemented earnestly; that the Basic 
Law drawn up in accordance with the principle of “one 
country, two systems” will be fully implemented; and that 
Hong Kong's prosperity, stability, and smooth transition 
will be guaranteed, so that the Hong Kong people will live 
and work in peace and contentment. To this day, we still 
urge the British Hong Kong authorities to change their 
course, realize their mistakes, and mend their ways. But 
whatever choice they may make, the Chinese Government 
has the firm determination and full capability, together 
with the Hong Kong people, to remove all obstacles and 
obstructions in order to ensure Hong Kong's peaceful 
transition and the smooth implementation of the Basic 
Law and to guarantee the lasting stability and prosperity of 
Hong Kong. 


Looking ahead, we have boundless optimism on the future 
of Hong Kong. There is no doubt that the one country, two 
systems will definitely succeed. 


Editorial Defends XINHUA Criticism of Jardines 


HK2312121092 Hong Kong WEN WEI PO in Chinese 
23 Dec 92 p 2 


[Editorial: “Political Privileges of Colonialism Must Not 
Be Protected” 


[Text] After the XINHUA NEWS AGENCY issued a 
reporter's commentary criticizing a certain British finan- 
cial group for creating trouble in Hong Kong, a Chinese 
source issued a statement pointing out: The commentary is 
not targeted at all British-funded institutions in Hong 
Kong. After 1997, so long as the Basic Law is observed, all 
foreign capital, including British capital, will be protected. 
The British side’s interests lie within, and not outside, the 
Sino-British Joint Declaration and the Basic Law. 


People without prejudice will clearly see that China has 
always firmly stuck to the Joint Declaration and Basic 
Law, important documents ensuring Hong Kong's pros- 
perity an. stability as well as a smooth transition. Those 
who violate them put themselves against the Hong Kong 
residents’ interests. Now that the British financial group 
has politically supported Chris Patten in challenging the 
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Joint Declaration and Basic Law, it is just and reasonable 
for XINHUA to criticize it to safeguard Hong Kong's 
prosperity and stability. 


Strangely, dodging the financial group's political behavior 
of challenging the Joint Declaration and Basic Law, Patten 
and Robin McLaren [British ambassador to China] just 
said that the British side “will not criticize a company 
which has numerous employees and maintains the quality 
of Hong Kong residents’ livelihood”; “will take investors’ 
confidence into account”; and “it is of great importance in 
maintaining business confidence to treat it fairly and in 
accordance with the rule of law.” This move by the British 
side 1s by no means open and overboard. People might as 
well make an analysis: ls XINHUA criticizing the services 
rendered by the Wellcome and 7-Eleven shops? It 1s not. 
Has the agency criticized certain British financial groups 
because they practice the principle of fairness? it has not. 
What XINHUA criticized are precisely the financial 
group's colonial political privileges, principle of unfair- 
ness, and ambition to extend its privileges beyond 1997. 
These political privileges and the principle of unfairness, 
which are a breach of the Joint Declaration and Basic law, 
cannot possibly be extended beyond 1997. The only pur- 
pose of the financial group's opposition to convergence 
with the Basic Law and support for Patten in pursuing his 
own course in terms of political system is to attempt to 
maintain its privileges and turn the colonial principle of 
unfairness into accomplished facts, government contracts, 
agreements, and new airport franchises going beyond 
1997. 


The financial group's representative played “the pro- 
democracy chief commander” role in the Legislative 
Council [Legco} today. No one will believe his “sincerity 
for democracy.” The financial group has a seat in the 
Legco. This is completely a product of the colonial privi- 
leges system. This privilege has continued for 150 years or 
so. The financial group has never felt the compunction to 
advocate “democracy” for the last 100 years or so. On the 
contrary, one year ago, it used its privileges to play the 
political game of unsettling and changing the governor. In 
the course of appointing Patten as the colonial governor, 
the British Government never consulted the Hong Kong 
people or allowed them to have any democratic participa- 
tion in the matter. Only the financial group has this 
privilege outside the legal system. This is very unfair and 
extremely undemocratic to the Hong Kong people. 


Who was the first to get information about the choice of 
the new airport's site and its construction? Who bought in 
advance, on a large scale, Lantau land for building? Who 
supported the heavily overspending airport project plan? 
Who attempted to get the franchises of the airport and 
ports through inner circles? Who got the Chingma Bridge 
contract in an abnormal way whereby “those offering a 
high price win” and, by supporting the British Hong Kong 
authorities in going alone in building the airport and by 
keeping the Chinese aside, so that the Hong Kong people 
lost more than 2.5 billion Hong Kong dollars in public 
money for nothing? Who blamed Governor David Wilson 
for adopting a cooperative approach toward China and 
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ultsmately launched a movement to unsettle the governor? 
The answer to these questions is very clear—the British 
financial group. 


Securing one’s economic benefits by force or tnckery needs 
a “deep-rooted” political system to serve. It is precisely 
because of this that the financial group and pro-British 
council members gave all-out support for [Legislative 
Councillor] McGregor’s motion designed to negate conver- 
gence with the Basic Law. 


These actions on the British financial group's part are by 
no means just business talk. It attempted to make the Basic 
Law a mere document without substance and undermine 
the mechan:sm of fair competition. Politically, this harms 
China's sovereignty and Hong Kong's prosperity and sta- 
bility as well as smooth transition. If Patten’s package 
should succeed, the new airport's contracts and franchises 
would tend to go to British-funded companies and Hong 
Kong's financial reserves would be eaten up by the privi- 
lege-holding companies with “a Hong Kong face’. it would 
be hard to achieve Hong Kong’s smooth transition, and 
industry, commerce, and other trades would suffer 
thereby, as one may well predict. Companies in Hong 
Kong can openly criticize the British Hong Kong Govern- 
ment for not pursuing a fair system and not enabling Hong 
Kong businessmen to get involved in competing for airport 
projects. Why cannot a XINHUA reporter not criticize the 
infringement of China's political rights and the Hong Kong 
people's interests? 


The legitimate rights and interests of all enterprises will be 
protected in and beyond 1997 so long as they observe the 
Joint Declaration and Basic Law 


XINHUA merely criticized the colonial political privileges 
and the principle of unfairness. It has not criticized law- 
abiding British-funded companies at all. This is where the 
essence of the problem lies. By confusing right and wrong, 
the British side kept on claiming that the criticism would 
“undermine investors’ confidence.” This shows the signs 
of their embarrassment in losing all sound reasoning for 
their protection of the colonial privileges. 


Lu Ping Discusses Issues With Democratic 
Alliance 


Clarifies Jardines Criticism 


HK2312093092 Hong Kone WEN WET PO in Chinese 
23 Dec 92 p 2 


[Dispatch from Being by staff reporter E Shan-shan 
(6759 3790 3790): “Lu Ping Says Criticizing Jardine 
Group Without Calling It by Name Is Not Directed at 
British Capital”) 


[Text] Today, Tsang Yok-sing [Zeng Yucheng, member of 
the Democratic Alliance for the Betterment of Hong Kong 
delegation visiting Beijing) relayed here Lu Ping’s com- 
ment on the XINHUA NEWS AGENCY’s criticism of the 
Jardine Group, which was made without calling it by 
name. According to Tsang, Lu Ping sard that the Chinese 
criticism was not directed at the British consortia or other 
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foreign consortia. China did not criticize the Jardine 
Group because the group supported Chris Patten's polit- 
ical reform package. The article was not directed at the 
Jardine Group's economic and commercial behavior but 
at its political activities. Therefore, it is quite unlikely that 
the criticism will affect other foreign consortia. Tsang 
Yok-sing said that China had made its views clear to those 
in charge of the Jardine Group many times. Lu Ping 
himself had also done that. The Jardine Group has bene- 
fited a great deal from Hong Kong but has never tried to 
shoulder any responsibilities in maintaining Hong Kong's 
prosperity and stability. Because Hong Kong 1s a place 
where people enjoy the freedom of speech, XINHUA is 
free to publish any article. Tsang added that, during their 
talks with Lu Ping, they also discussed the question of the 
new airport. According to Cheng Kai-naim [member of the 
Democratic Alliance for the Betterment of Hong Kong 
delegation visiting Beijing}, Lu Ping remarked: To main- 
tain Hong Kong's position as an international city, the 
British side should build the airport in accordance with the 
principles enshrined in the Sino-British Memorandum of 
Understanding. As for the project's delay due to a series of 
disputes and arguments, it 1s the British side that should be 
held responsible. 


Since their talks today focused on Hong Kong's present 
situation and political reform, the Democratic Alliance for 
the Betterment of Hong Kong had prepared its views on 
various other issues, including the GATT issue, the seven 
PRC regulations on reporting in the hinterland, among 
others, and submitted all those views in written form to the 
Hong Kong and Macao Affairs Office for reference. 


Cheng Kai-nam said that Lu Ping told them that the 
preparatory committee will not be established ahead of 
schedule. What China is doing at the moment is aimed at 
soliciting the opinions of the Hong Kong people with a 
view to establishing a consultative committee. However, 
Lu Ping added that no specific plan ~n that issue has been 
formulated yet. 


Tsang Yok-sing also quoted Lu Ping as saying: Realizing 
transition through consultation and cooperation remains 
China's consistent stand; however, I am afraid it is hardly 
possible that both sides will be able to resume a dialogue at 
present or in the immediate future. 


Says People Key to Stability 


HK2212121292 Beying ZHONGGUO XINWEN SHE 
in English 1032 GMT 22 Dec 92 


[Text] Hong Kong, December 22 (CNS)}—The Director of 
the Hong Kong and Macao Affairs Office under the State 
Council, Mr. Lu Ping, speaking this morning when 
meeting visiting members of the Democratic Alliance for 
the Betterment of Hong Kong, led by Mr. Tsang Yuk-shing 
[Zeng Yucheng] and Mr. Tam Yiu-chung, said that regard- 
less of whether there was cooperation or confrontation by 
the British Hong Kong Government, the Chinese side had 
to see to a Stable transition in Hong Kong. The “one 
country, two systems” policy adopted by the Chinese 
government for the territory remained unchanged and the 
Basic Law would still be implemented after 1997. 
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In response to wornes expressed about the current situa- 
tion in the territory expressed by the visitors, Mr. Lu said 
that these would be short-term and the Chinese side saw 
things in the longer term. Mr. Lu said he was convinced 
that the current situation would pass over, adding that the 
Chinese side hoped to settle the dispute as soon as possible. 
although the initiative for this did not lie with the Chinese 
side but with Governor Chris Patten. The Governor did 
not cooperate with the Chinese side and had caused many 
difficulties which the Chinese side, however, had confi- 
dence would be overcome. [sentence as received] 


The key to a stable transition and the maintenance of 
prosperity in the territory actually depended on the solt- 
darity, cooperation and concerted efforts of the Hong 
Kong people. Mr. Lu added that before 1997, the Chinese 
side could only push forward cooperation while after that 
date it would be up to the Hong Kong people to govern 
themselves with the establishment of the special admunis- 
trative regional government. 


Denies “Second Power Centre’ Bid 


HK2312012492 Hone Kone THE STANDARD in 
English 23 Dec 92 p 1 


[By Rain Ren, Joe Wu, and S. L. Law) 


[Text] China has denied 11 intends to set up an alternative 
power centre for Hong Kong while hinting at a pre-1997 
consultative committee. 


Director of the Chinese State Council's Hong Kong and 
Macao Affairs Office Lu Ping brushed aside speculation 
that China was prepared to form a second power centre in 
the territory before 1997. 


However, he admitted China was considering forming a 
committee to consult Hong Kong people on the composi- 
tions of the government and legislature of the Special 
Administrative Region (SAR) in the case of non- 
convergence. 


Speaking at a meeting lasting more than three hours with a 
delegation from the pro-Beiying Democratic Alliance for 
the Betterment of Hong Kong (DAB), Lu also emphasised 
that the Joint Liaison Group (JLG) would remain the 
legitimate body for negotiations of matters straddling 
1997, including all contracts and leases. 


“Mr Lu had clarified his argument of ‘putting up a new 
kitchen’, which had amounted to establishing a second 
power centre, in the discussions recently taking place in 
Hong Kong,” DAB chairman Tsang Yok-sing [Zeng 
Yucheng] said after the meeting. 


“We asked Mr Lu to clarify this point. He said by ‘putting 
up a new kitchen’, he meant the setting up of a new 
legislature and a new government in accordance with the 
Basic Law in case of non-convergence resulting from Mr 
Patten’s constitutional reforms after 1997. 


“He noted very clearly that the Chinese government had 
no intention whatsoever to set up a second power centre or 
a committee delegated with administrative power to vet 
matters straddling 1997.” 
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However, the director had admitted to the DAB delegation 
that China was considering forming a consultative com- 
mittee to seek the opinion of the Hong Kong people on the 
composition of the new government and the legislature to 
be set up after 1997. 


“He (Lu) did not rule out that the committee would be 
formed immediately,” Tsang said. 


Meanwhile, Lu seemed to have backed down on Beijing's 
Statements of not recognising contracts entered by Hong 
Kong beyond 1997 without China's approval. 


“The director advised any company entering into con- 
tracts with the Hong Kong Government to approach the 
British and ask them to negotiate with the Chinese in the 
JLG,” Tsang said. 


But the influential Bar Association denounced the Being 
government for breaching the Joint Declaration and Basic 
Law in its salvo on the Container Terminal No 9 and 
franchises. 


The association's statement said that “from a purely legal 
perspective, those statements are inconsistent with the 
Joint Declaration and the Basic Law”. 


It said the land for the terminal had been approved by the 
Sino-British Land Commission so that its construction 
nmght should be protected under existing laws and the 
future mini-constitution. 


“The rule of law requires that the legality of any action be 
tested by the relevant legal provisions, and not by the 
attitude of any government vis-a-vis the enabling legal 
provisions,” the association said. 


It said the Chinese argument was “an abuse of the concept 
of sovereignty and the spirit of the Joint Declaration.” 


Acting chairman of Meeting Point Lee Chik-yuet said Lu’s 
comments were “useful and positive to Hong Kong peo- 
ple’s fragile confidence to the territory's future”. 


United Democrats of Hong Kong vice-chairman Yeung 
Sum said a second power centre would contravene the 
Joint Declaration. 


“No matter what name you use for the organisation, it will 
certainly negotiate about contracts straddling 1997. So it 
has power. Then it is more or less a power centre,” Yeung 
said. 


Bar Association Says PRC Threatens Rule of Law 


HK2312031292 Hong Kong SOUTH CHINA 
MORNING POST in English 23 Dec 92 p 17 


[Full Text” of statement made by the Hong Kong Bar 
Association Bar Council in Hong Kong on 22 December] 


[Text] The rule of law plays a crucial role in the success of 
the present-day Hong Kong and its preservation after 1997 
is one of the most important foundations of the successful 
implementation for the Joint Declaration and the Basic 
Law. 
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The rule of law means simply that all are equal before the 
law and all are bound by the same law whether they be 
individuals, corporations or governments. An important 
aspect of the rule of law is that any government action 
must conform with the enabling legal provisions, which are 
to be interpreted in an objective manner. It is an essential 
feature of the rule of law that all provisions regulating 
conduct must be clear and unambiguous. 


The Bar Council is concerned that the rule of law has been 
threatened by two recent statements issued on behalf of the 
PRC Government. Based on the materials available in the 
public domain, the Bar Council is of the view that, from a 
purely legal perspective, those statements are inconsistent 
with the Joint Declaration and the Basic Law. 


The First Statement and Container Terminal No 9: In late 
November, a statement was issued by the PRC's represen- 
tative on the Joint Liaison Group reportedly saying that 
contracts relating to the construction of Container Ter- 
minal No 9 (CT-9) approved by the Hong Kong adminis- 
tration were contrary to the Joint Declaration (“the First 
Statement”). 


This First Statement ts incorrect and inconsistent with the 
Joint Declaration and the Basic Law. 


Article II of Annex I of the Joint Declaration expressly 
preserves the existing common law which includes con- 
tract law. It provides that “after the establishment of the 
Hong Kong Special Administrative Region [SAR], the laws 
previously in force in Hong Kong (ie, the common law, 
rules of equity, ordinances, subordinate legislation and 
customary law) shall be maintained, save for any that 
contravenes the Basic Law and subject to any amendment 
by the Hong Kong Special Administrative Region Legisla- 
ture.” 


The preservation and maintenance of the laws in force in 
Hong Kong on June 30, 1997, including the law of con- 
tract, is further entrenched by Antcle 8 of the Basic Law. 


Article 160 of the Basic Law provides the vital protection 
of legal rights acquired before 1997. It states: 


“Documents, certificates, contracts and rights and obliga- 
tions valid under the laws previously in force in Hong 
Kong shall continue to be valid and be recognised and 
protected by the Hong Kong Special Administrative 
Region, provided that they do not contravene this Law.” 


This imposes a clear legal obligation on the SAR to 
recognise and protect, among other things, contractual 
rights existing before 1997, so long as these rights are valid 
under the laws previously in force in Hong Kong. Any 
derogation from this duty would be a breach of the Basic 
Law. 


In relation to CT-9, the land required for its construction 
was approved and granted by the Sino-British Land Com- 
mission pursuant to Annex III of the Joint Declaration. 
Thus, insofar as the land grant is concerned, CT-9 is 
consistent with the Joint Declaration and protected by 
Article 120 of the Basic Law which provides that all leases 
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of land which extend beyond June 30, 1997, and all mghts 
thereunder shall continue to be recognised and protected 
under the law of the SAR. 


In so far as CT-9 relates to mghts to private property, 
ownership of enterprises, and foreign investments those 
are specially protected by Section 35) and Article VI of 
Annex I of the Joint Declaration. The protection to private 
property is reinforced by Articles 6 and 105 of the Basic 
Law. 


Thus, property nghts acquired by any investor under 
contracts relating to CT-9 are recognised and protected, 
and any statement which refutes that position would mean 
that investors would be deprived of their contractual rights 
without compensation. That would be a clear breach of the 
Joint Declaration and the Basic Law. 


It 1s NO answer to say that in the light of the PRC's attitude, 
investors will invest at their own risk. The rule of law 
requires that the legality of any action be tested by the 
relevant legal provisions, and not by the attitude of any 
government vis-a-vis the enabling legal provisions. 


In any event, according to the Hong Kong government, all 
work on CT-9 will be completed before June 30, 1997 
under the terms of the tender (contract). Since no franchise 
1s involved, there would therefore be no continuing lia- 
bility to the SAR after 1997. 


The Second Statement and Validity of Pre-1997 Contracts 
Leases and Agreements: On November 30, the Chinese 
Government issued a Second Statement reportedly saying 
that contracts, leases and agreements signed and ratified 
by the Hong Kong Government which are not approved by 
China will be invalid after June 30, 1997, except for those 
land leases granted up until 2047 by the Sino-British Land 
Commission pursuant to Annex III of the Joint Declara- 
tion 


On the same day, Mr Lu Ping reportedly added in Beijing 
that “Bering would take a positive attitude in examining 
and approving contracts, leases and agreements after 30 
June 1997." 


The Chinese Arguments: The Chinese Government con- 
tended that since Britain's administrative power over 
Hong Kong will terminate on June 30, 1997, nt will 
accordingly have no right to handle any affairs after that 
date 


As to Article 160 of the Basic Law, the Chinese Govern- 
ment argued that it only protected those contracts which 
did not contravene the Basic Law, and any contract which 
extended beyond 1997 without the pnor approval of the 
PRC Government was an infringement of its sovereignty 
and hence inconsistent with the Basic Law. 


Alternatively, i was argued that Article 160 applied only 
to private contracts and did not cover contracts with the 
Hong Kong Government. The rationale is that a strict 
interpretation of Article 160 would mean that the Chinese 
government would be bound by any contract entered into 
by its predecessor even if these contracts were extremely 
unreasonable or unfair. In any event, under international 
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law, the Chinese Government would not be bound by 
contracts entered into by its predecessor. 


The Analysis: The first argument ts an abuse of the concept 
of sovereignty and a contradiction of the letter and the 
spirit of the Joint Declaration. It would require the whole 
fabric of government and society to cease on June 30, 
1997, and then to start afresh from scratch on July 1, 1997. 


The fundamental purpose and principle of the Joint Dec- 
laration to achieve a smooth transition by the preservation 
and continuance of rights and obligations would then be 
severely undermined, thereby violating the joint under- 
taking by both the British and the Chinese Governments to 
maintain the economic prosperity and social stability of 
Hong Kong under Section Four of the Joint Declaration. 


As to the second argument, it should first be noted that the 
scope of the statement 1s so wide that, apart from land 
leases, it covers any contract with the Hong Kong Govern- 
ment. 


An immediate concern will be employment contracts of all 
civil servants in Hong Kong. These are contracts with the 
Government which will certainly extend beyond 1997. 


The Chinese statement would effectively mean that the 
employment of a clerk, a secretary, a police officer, a 
postman, and indeed any civil servant, 1s only valid until 
June 30, 1997; they can only keep their employment after 
1997 if they obtain prior approval before the contract 1s 
entered into. 


Apart from obvious impracticality, this 1s a clear violation 
of Article IV of Annex | of the Joint Declaration and 
Article 100 of the Basic Law which provides that all public 
servants of the Hong Kong Government may remain in 
employment and retain their conditions of service after 
1997, 


Similar arguments would apply in relation to employment 
of members of the judiciary, which must also fall within 
the meaning of “contracts...and agreements with the Hong 
Kong Government.” 


Apart from being a violation of Article IV of Annex | of 
the Joint Declaration and Article 93 of the Basic Law, 
which specifically preserves the validity and continuity of 
employment contracts of members of the judiciary, the 
Second Statement, insofar as the yudiciary 1s concerned, 1s 
inconsistent with the preservation of the existing legal 
system, judicial system and the independence of the judi- 
ciary (see Articles 1, Il and Ill of Annex | of the Joint 
Declaration, and Articles 8, 19, 80 to 93 of the Basic Law) 
as guaranteed by the Joint Declaration and the Basic Law. 


Since there 1s no separate law for any government under 
the rule of law, the same principles govern contracts 
between individuals as those with the government. Article 
2 of Annex | of the Joint Declaration and Article 8 of the 
Basic Law stipulate the preservation of cxrsting contract 
law after 1997. Article 160 of the Basic Law requires 
contracts valid before 1997 to be recognised and protected 
by the SAR after 1997. No distinction appears anywhere 
between private and government contracts 
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Most of the franchise agreements which straddle 1997 are 
granted pursuant to various existing ordinances which 
form part of the laws of Hong Kong and will continue after 
1997, i.e. Telecommunication Ordinance, the Ferry Ser- 
vice Ordinance, the Cross Harbour Tunnel Ordinance, the 
Peak Tram Ordinance, or the Television Ordinance. 


There is no suggestion that these Ordinances are inconsis- 
tent with the Basic Law. As long as the nghts granted under 
these Ordinances are valid under existing laws, and which 
are preserved and will remain in force after 1997 under 
Article 8 of the Basic Law, these rights satisfy the require- 
ment under Article 160 and “sha!! continue to be valid and 
be recognised and protected” after 1997. 


The Chinese argument that Article 160 of the Basic Law 
does not cover government contracts because otherwise 
the Chinese Government would be bound by whatever 
contracts the British Government entered into before 1997 
irrespective of how unreasonable and unfair these con- 
tracts may be, is unsound. The rule of law ensures full legal 
protection to all against unjust contracts. 


Article 160 of the Basic Law only emphasises and reasserts 
those nghts and remedies. We also note that the grant of all 
franchise agreements which extend beyond 1997 are dis- 
cussed in the JLG, and the Hong Kong Government has 
signified its willingness to continue this practice. 


Finally, it ts trite law that if there is a conflict between 
international law and domestic law, the latter prevails. 
Therefore the provisions of the Basic Law prevail over any 
international law on treaty succession relating to domestic 
contracts or agreements which have been specifically pro- 
vided for under Article 160 of the Basic Law. 


The position is not altered by the effect of international 
law because the Joint Declaration and the Basic Law 
clearly defined the duties and the obligations of the British 
and Chinese Governments and the SAR upon the transfer 
of sovereignty. 


For the above reasons, the Bar Council is of the view that 
the two statements by the PRC are inconsistent with the 
Joint Declaration and the Basic Law, and have no foun- 
dation in international law. 


They suggest that constitutional provisions are not taken 
seriously, and their interpretation may be subject to the 
whim of prevailing political consideration. The statements 
endanger the continuation of the rule of law both now and 
after 1997 


The content and the circumstances in which the statements 
were made and persisted in do not accord with the PRC's 
undertaking to co-operate with Britain in maintaining and 


HONG KONG & MACAO 59 


preserving the economic prosperity and social stability of 
Hong Kong under section 4 of the Joint Declaration. 


Shot Fired at Pro-Beijing Newspaper Office 
HK2312091492 Hong Kong AFP in English 0818 GMT 
23 Dec 92 

[Text] Hong Kong, Dec 23 (AFP}—A shot was fired at the 
window of a pro-Beiying newspaper here Wednesday, the 
third attack on a pro-China establishment this month, 
police said. 


Police said the shot, fired at the sixth floor of Ta Kung Pao 
newspaper building. might have come from an air pistol. 


No one was injured, although there were proofreaders 
working inside at the time, police said. 


A jobless man was given a suspended jail term last week for 
breaking the display window of another pro-Beijing daily, 
the Wen Wei Po, on December 5. 


In similar incident on December 8, a group of young men 
with wooden clubs reportedly broke the lantern fixtures 
surrounding the Chinese-owned Museum of Chinese his- 
torical Relics in the China Resources building. 


Political tension in Hong Kong has been on the rise amid 
a Sino- British dispute over London's plan to widen 
democracy in the colony before China's takeover in 1997. 


Beijing Opposes the plan. 


Zhu Rongji Meets With Hong Kong Consultant 
OW 2212134992 Beijing XINHUA in English 1155 
GMT 22 Dec 92 


[Text] Beiing, December 22 (XINHUA}—Chinese Vice- 
Premier Zhu Rongyi met here this afternoon with Robert 
Ng. a consultant for Hong Kong affairs engaged by the 
Hong Kong and Macao Affairs Office under the State 
Council 


Lu Ping. director of the Hong Kong and Macao Affairs 
Office, was present 


PRC Gas Field To Supply Gas in 1996 


OW 2212150692 Beijing XINHUA in Enelish 144] 
GMT 22 Dec 92 


[Text] Beiying, December 22 (XINHUA}—The YAI3-1 
gas field in the South China Sea will officially supply 
natural gas to Hong Kong starting from January |, 1996, 
according to sources from China National Offshore Oil 
Corporation (CNOOC). 


CNOOC, Arco China Inc. and Kufpec (China) Inc. the 
sellers, and Castle Peak Power Company Lid. of Hong 
Kong. the buyer, signed the gas supplying contract in 
Macao today 
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According to the contract, the YA13-1 gas field will supply 
2.9 billion cu m [cubic meters] of natural gas to Hong Kong 
annually for a new 2.4 million kw power plant. Meanwhile, 
the gas field will also supply 500 million cu m of gas to 
Hainan Province annually. 


The YA13-1 gas field, discovered in June 1983 in Sino- 
foreign cooperative prospecting, is situated 90 km south of 
Hainan island. It has a gas reserve of 100 billion cu m, the 
largest gas field found so far in China. At present the gas 
field is under all-round exploration. 
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Correction to Convergence Committee Structure 
HK23 12014992 


The following correction pertains to the stem headlined 
“PRC ‘Finalizes’ Convergence Committee Structure,” 
published in the Hong Kong section of the 22 December 
China DAILY REPORT, beginning on page 56: 


Page 56, first column, paragraph six, second sentence 
make read: ...administrative, legislative, judicial, people's 
livelihood, cultural, and sports.... (changing “democratic” 
to “people's livelihood”) 
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